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PREFACE. 



In the following pages the writer has attempted to 
trace the steps in the development of the sugar refining 
industry which made the appearance of a combination of 
producers inevitable. He has also endeavored to show 
how^ when the combination appeared, its continued exist- 
ence depended upon the extension of its influence, not only 
in the refining of cane sugar, but into the production of 
raw material and into the sale of its product, the whole 
movement tending toward the unification of the sugar in- 
dustry from the growth of raw sugar to the placing of th^ 
finished product in the hands of the consumer. An attempt 
has also been made to indicate the relation of the combina- 
tion to other factors in the economic system with Vk^hich it 
has come into direct business relations. Special effort has 
been nmvic to bring together such facts as are not readily 
accessible to the general reader, and topics whose thorough 
discussion may be easily found are passed over with but 
brief notice. 

The principal sources have been the various investiga- 
tions of trusts made by national and state governments; 
the testimony taken by Congressional Committees in 
relation to the tariff; the Report of the Industrial Commis- 
sion, and other publications of the United States Govern- 
ment. Of the periodicals consulted, the Weekly Statistical 
Sugar Trade Jourfutl^ published by Messrs. Willett and 
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Gray, of New York, and the Commercial and Financial 
Chronicle have been of great value. Mention should also 
be made of the American Sugar Industry and Beet Sugar 
Gazette, published in Chicago. The thanks of the writer 
are due to Professor H, R. Seager, of Columbia Univer- 
sity, and to Messrs, Willett and Gray, who have read his 
manuscript and oi^ered many valuable si^gestions. 

Paul L, Vogt. 

New Yorx Ctty, November, 1907, 
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INTRODUCTION. 



§ T. In the general transition from small-scale, competi- 
tive manufacturing industry to large-scale^ monopolistic 
production which lias been taking place in all countries where 
the factory system is found, the evolution of sugar refining* 
affords a fruitftil field for study, A thorough knowledge 
of this particular industry is of great importance for sev- 
eral reasons. In the first place, refined sugar has become a 
necessity in every household. In the opening years of the 
last century it was still a luxury found only on the tables 
of the rich. Then, even in congressional debates, persons 
seeking popular favor argued for 2. tax on refined sugar 
because its burden would fall on the wealthy. Now, its 
use has become so common that a similar tax is opposed 
because it falls upon the masses of the people. Again, ' 
according to the census of 1890 and of T900. sugar refining 
ranked first in importance among the manufacturing indus- 
tries of the cities of Brooklyn, San Francisco, and New 
Orleans. In Boston it ranked second in 1890 and first in 
T900, As an imported product the value of sugar, in its 
different forms, has been almost uniformly far in excess 
of that of any other single group of commodities. The 
only recent exceptions were during the years 1902 and 
1903, when the values of raw and manufactured silk and 
of fibre materials exceeded that of stigar. Since then sugar 

"Sugar refining i^ the final prncess in the preparation of sugar for 
consumption. It is brought in a raw slate to the refining centers men- 
tioned above and to others where il is reme3red, pnrified, and crystal- 
lized. It is then ready for the market. For explanation of grades and 
standards of measurement see foot-notes, pp. 25, 26, a?. 
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has again become the most valuable import. As compared 
with total imports into the United Stales, the value of 
sugar has declined from approximately one-sixth of the 
total during the sixties to atiout one-eleventh in 1905. 

Though^ owing to various causes, sugar has failed to 
hold its rank in value, the total amount imported has con- 
tinued to increase. In 1880-81, 869*QS2_tons oi,sugar.were 
importedj.in igpo-gi^ 1,960,014 tons was the total; and in 
7005 th*^ frfi]-^ impnrfatinn of sugar from foreign cou n- 
iries _and_^iii5u!ar__^ps&e.s5ioiis was._2*QS6ifla2 Jfins^ The 
xonsuG^itij3!i_oi-JiUgar_iiom, alLsQiiiE£s,_ijKhiding_home— 
production- iii oreased from 993.^32 tons in 1881 to 2,767,- 
162 tons in 1904. This represented a per capita increase, 
of from 44 pounds in rgSi to 75,3 pounds in 1904^^ The 
annual consumption of sugar at the present time is in ex- 
cess of 6,000,000,000 pounds. At even the wholesale price 
of 96°^ centrifugal sugar this vast amount represents an 
expenditure of almost $260,000,000. Since by far the 
larger part of this amount goes through the hands of the 
refiners, it becomes clear what an important position they 
hold in the industrial system, and why one should know to 
what extent they can control one of the necessities of life, 

§ 2. It is not intended to study the entire sugar situation. 
Such a task, while profitable, would be too comprehensive 
for present purposes. The investigation will be limited to 
the development of the refining industry in the United 
States. This will exclude, therefore, any extended refer- 
ence to the situation in Europe Conditions there must be 

'Willett and Gray, JVi^ekly Statistical Sugar Trade Jottrnal, New 
York, January 4i 1906. 

'Ibid., January 4., 1906. 

'In IQOS the average price of centrifugals was $0.04278 per pound. 
This mikes the value of 6,000,000.000 pounds over $256,000,000. This 
is exclusive of moksGes con^um^d. Centrifugal sugar is thit form 
from which the molasses has been removed by means of a centrifugal 
machine. This is the highest grade of raw sugar. See p. 15 for 
description of process of manufacture. 
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considered in so far as Europe is a potential or a real 
source of raw material, in so far as it is an outlet for the 
surplus of American refineries, and in so far as it is related 
to the price of the refined product. But the European 
situation is important only as it enables one to understand 
thoroughly the conditions of refining in America. It will 
also be unnecessary to go to any extent into the history of 
maple and sorghum sugar production. The former has 
been of steadily declining importance. In 1900 there was 
a production of but 11.928,770 pounds of maple sugar in 
the United States. This was little more than one-third of 
the product in 1890- The largest production was in i860, 
when a total of 40,120,205 poiinds was reached. In 1900 
Vermont, New York and Pennsylvania furnished 80 per 
cent of the total maple sugar outturn of the country. The 
maple synip product in 1900 was 2,056,611 gallons, which 
was a decrease of 20 per cent from that of 1890. The 
combined outturn of maple sugar and molasses is very small 
as compared with a total of 6.000,000.000 pounds of sugar 
of all kinds consumed in this conntry. For this reason, 
and also because it can never become a formidable rival 
of cane and beet sugar, it is unnecessary to give it any 
further consideration. 

To a less degree the same is true of .sorghum. The 
sorghum plant, which resembles Indian corn in general 
appearance and growth, was first introduced into this 
country from China in 1855. Owing to the scarcity of 
sugar daring the Civil War its cultivation for molasses as 
a substitute for sugar became quite general. The census 
report for i860, five years after the introduction of the 
plant, gives 6.749,123 gallons as the total production of 
sorghum syrup.* In 1870 the production had increased to 
16,050,783 gallons, and in 1880 to 28,444,202 gallons. 
After that year, however, the production declined until, 

tJ. S, Census for years mentioned. 
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in 1900, the total outturn was 16,972,783 gallons. In 1S7S 
and for several years thereafter the United States Gov- 
ernment undertook experiments to ascertain whether sugar 
could be manufactured profitably from sorghum. But, 
owing; to the necessity of using a large amount of alcohol 
in crystallization, a substance then very expensive owing 
to governmental restrictions, the experiments failed to 
accomplish anything of value. At present sorghum is very 
largely a product of home manufacttue. In 1899 there 
were 1,910,046 tons of sorghum cane produced, but of this 
amount 1,618^343 tons were ground by the growers for 
syrup and only the remainder (291,693 tons) was sent t 
the mills. Like the product of maple sugar, the amount of 
sorghum produced has declined both absolutely and rela- 
tively. Doubtless they both serve as substitutes for the 
product of the cane and the heet, but they do not do so to 
such an extent that they need be considered in a study of 
the general tendencies in the sugar refining industry. 

Beet sugar, however, is different. It has been of grow- 
ing importance and will demand more attention in the con- 
sideration of the relation of the cane sugar refiners to 
beet sugar growers as competitors and as a factor in sugar 
legislation. 

§ 3. It is the purpose then of this study to consider the 
phenomena of combination as they present them.^dves in the 
production of one of the necessaries of life. In order to 
understand more thoroughly the basis for the continued 
success of the organizations that have grown up in the 
sugar refining industry, it Vk^ill be necessary, first, to trace 
the development of the industry from its beginning to the 
formation of the Sugar Trust and to detennine the causes 
underlying the changes that took place in its growth; sec- 
ond, to follow the history of the Trust as it has gradually 
expanded and has extended its control, not only in the 
refining of cane sugar, but also in subsidiary interests: and 
finally to determine as far as possible the power this or- 
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ganization has attained in controlling^ prices, in preventing 
competition, in securing economy of manufacture, and in 
maintaining a reasonable degree of profit to those engaged 
in the industry. It is to these problems that the following 
pages will be devoted. 
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§ 1. Except within the territory which was acquired 
through the Spanish-American War, sugar refining as an 
industry preceded by many years the production of raw- 
sugar in the United States. The cane sugar regions have M 
always been limited to the Gulf States, with Louisiana as ™ 
the center. The Jesuits had introduced cane into the latter 
State in 1757, but the article produced was not salable 
until 1796, Then, after repeated efforts, M. Etienne Bore 
succeeded in making sugar growing a commercial success. 
By 1802 the sugar crop of Louisiana amounted to but 2,500 
tons annually. The process of manufacturing was still 
crude. The mills were driven by horse or cattle power, and 
much of the material was wasted. The refiners, on the 
other hand, had been in successful operation for many 
years before the close of the eighteenth century. As far 
back as 1689, in the days of Leisler^ a sugar refinery hadj 
been built on Liberty Street in New York/ In 1725 z\ 
Mr. Hopper was granted a monopoly of refining sugar in 
the same cit>\ His monopoly, however, was evidently of a 
temporary nature, for the construction of refineries con- 
tinued. The records of this early period are incomplete, 
but it is known that by the time of the Revolutionary War 
several large plants had been established. The Rhine- 
landers, Livingstons, Bayards, Cuylers, Roosevelts and 
Van Cortlands had been in the business for years to their 
great profit. 

New York was not alone in this early development. 

'BoQth, Hisiory of Ntm) York City (i860), p. 316. 
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Boston and Philadelphia were both interested in reiimng 
sugar- During the years 1789-1800 seven sugar refineries, 
with a productive capacity annually of 100,000 pounds 
cach^ existed in the former city.^ It is thought, however, 
that the bulk of the sugar consumed in this country before 
1789 was from Philadelphia refineries. 

§ 2. According to a statement made by Tcnche Coxe, 
Commissioner of Revenue, for the year ending September 
30, 1795, regarding the revenue arising from sugar refined 
within the United States,^ there were citizens of five States 
engaged in the busineas, i\ c^, Massachusetts, Rhode Island, 
New York, Pennsylvania and Maryland. The total amount 
oF~~reHned sugar reported was 578,939 pounds and the 
gross taxes were $34,527.86, However, as the quanti, 
refined in Rhode Island and in Pennsylvania was not given, 
although the tax paid by those States is included in the 
total amount mentioned above, it will be necessary to add 
to the 578,939 pounds the estimated production of these 
two States. Estimating from the tax paid, one finds that 
together they produced about 514^000 pounds. This, then, 
added to the reported production of the other StaEes, gives 
a total for 1795 of about 1,092,000 pounds. This total 
includes the product refined from molasses as well as from 
brown sugar. This estimated amount for the year 1795 
is interesting and valuable in two ways. First, when one 
compares 1,092,000 pounds of sugar refined at that time 
with a total of 5.614,963,200* pounds consumed in 1905, 
nearly all of which was refined in this coimtry, he can 
understand that this particular industry has certainly kept 
pace with general industrial progress. Again, when one 
remembers that the consumption per capita has increased 
from an amount dependent on the purchases of the most 

'Winsor, Memorial History of Boston (Boslon, 1880), voL iv, p. 79. 
'AmeT. StaU Papers. Finance, vol, i, 395. 

*Winctt and Gray, Weekly SlatisHcal Sugar Trade JoHrnat, Jan, 4, 
igo6. 
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well-tO'do at the beginning of the past century to a maxi- 
mum of 75-3 pounds per capita in 1904, he can realize that 
this particular commodity has hecome a universal necessity- 
In, the second place, the total amount of raw sugar im- 
ported in 1795 was about 60,000,000 pounds. As it was 
then estimated that two pounds of raw sugar were equiva- 
lent to one of refined, it is probable that the 1,092,000 
pounds of refined sugar consumed represented but little 
over one fifty-ninth, or less than 2 per cent of the total 
sugar consumed. In 1905 the 5,614,963,200 pounds of 
refined sugar consumed was but 281,200,640 pounds less 
than the total consumption of sugar of all kinds. In other 
words, refined sugar to-day represents over 95 per cent of 
the total consumption. These figures will serve to indicate 
the growth which the industry has had during the past 
century both in importance and in the comparative relation 
of sugar refining to raw sugar production. 

§ 3. Statistics of the growth of the industry from t8cx) 
to i860 are meagre and inaccurate. By 1810 the annual 
outturn was estimated at 5,000,000 pounds. This was worth 
$1,000,000, or 20c. per pound. The capital invested was 
■ $3,500,000. In 1830 there were thirty-eight refineries, 
*^ three of which were located in New Orleans, eight in Balti- 
/ more, eleven in Philadelphia, eleven in New York, three in 
Boston, and one each in Salem, Massachusetts, and Provi- 
dence, Rhode Island. The estimated value of their product 
in 1834 was $2,000,000. As the great improvements in 
refining^ had not yet been introduced and as prices remained 
about the same, one may assume that the product in that 
year was close to 10,000,000 pounds. In 1S40 the number 
of refineries had risen to forty-three, and the value of the 
outturn was $3,250,700, with an invested capita! of $5,641,- 
495'** The figures obtainable for 1850 are evidently incom- 
plete. The United States census reports that at that time 
there were twenty-three establishments, with capital of 

^Cofttpendium Sixik Census (1840), p 363. 
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$2,669,000 and with products valued at $9,898,800* Thi? 
represents a decrease of twenty in the number of refincriea, 
notwithstanding the great increase in the product. 

With i860 an era of sugar refining began that is im- 
portant in its relation to modern combinations. By that time 
there were forty-one establishments with a total capital of 
over $9,000,000, which were producing sugar to the value 
of over $42,000,000,'^ Of thcse^ eighteen were in New 
York, eight in Philadelphia, two in Massachusetts, and the 
other leading ones in Maryland, Maine, Missouri and Cali- 
fornia. These figures, though taken from the United States 
Census Reports, may not be quite complete, because Mr. 
Bishop says that there were at that time twenty-six re- 
fineries in New York City and vicinity, with a product 
valued at $35,000,000.* Mr. Bishop also gives a list of 
the New York refineries.* It is also stated that the re- 
fineries were at that time capable o£ producing sugar to the 
value of about $80,000,000, but that they produced to but 
Jittle over half this value.^ 

In 1870 the total number of refineries was fifty-nine. 
This was an increase of eighteen during a single decade, 
Of the States, however, that had reported refineries in 
i860, Illinois and Ohio reported none in 1870, and Louis- 
iana reported one less than in the preceding cenaws. On 
the other hand, Maine, Maryland, Massachusetts, Cali- 
fornia, New Jersey, Pennsylvania, Rhode Island and Texas 
reported increased numbers. The total capitalization in' 
1870 was $20,545,220, as compared with $9,098,100 capi- 
talization of the preceding decade. This was an increase 
of over $Tr.ooo.ooo. Of course, it should be remembered 

•U. S. Census, 1870, vol. iij, p. 626. 

"U. S- Census, i860, vol. iii, p, 741. 

■Bishop, History of American Manufactttrfs, Philadelphia, E. young- 



& Co., 1S6S. vo!. 



u, p' 532. 



'Ibid., vol. ii, p. 594. 



^Ibid., vol. 



in, p, 1S3- 
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tliat, at the best, official reports of the refining industry 
arc not absolutely accurate, because plants that are on the 
border line between the production of raw sugar and thcfl 
rcftning of it are sometimes included in the one group and 
sometimes in the other. Yet these figures are approx- 
imately correct and serve to give a general idea of thcj 
development of the industry. 

§ 4. This fact is illustrated by comparing the Unitedl 
States census statistics of 1880 and 1890 with one another] 
and with the statements of sugar refiners. According taj 

_tlie census report for 18S0 there were forty-nine plants. 

,JhG United States, with a total capital of $27,432,500^^^1111^ I 
in r^jgn tljcrc were 393 plants and a total capitalization of 

,$24, 91 3,000, Evidently in the latter report the plants pro- 
ducing raw sugar were also included. Competent witnesses 
give a total number of refining companies during the six- ■ 
ties similar to that given by the government. Mr. H. N, 
Camp, before the congressional committee appointed it 
188S to investigate trusts, stated that before he quit refining 
in 1870 there were fifty-two plants in existence, ^^ About m 
jsixty refining companies w ^ re recor ded i" thp rppnrf of ^ 
Dun's Commercial Agency for 1867.' ^ For the changes 
during the seventies and eighties the statements of such 
refiners as Mr. H. O. Havemeyer, Mr. Searles and Mr. 
Lawson A. Fuller before different investigating committees I 
are at variance with the government figures. Thus Mr-_ 
Searles states that by 1S75 there were only forty-two \ 
plants left, with an estimated outturn of 7,500,000 pounds: 
per day, and that by 1880 these had still further diminished] 
to twenty-seven. He further states that of these tvpenty- ' 
seven refineries twelve were located in New York and 
vicinity, five in Boston, four in Philadelphia, two in New 
Orleans^ two in San Francisco, one in Portland, Maine, 

^United Stales House Report, no. 3^12^ 50 C„ l S„ pp, 73-75, 
^un, fnduslriaJ Directory, New York, 1867. 
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and another in St. Louis, Misaouri.^^ These figures are 
substantiated by Mr. H. O. Havenieyer, former head of 
Sugar Trust;** by Mr. F. B. Thurber/^ formerly one of 
the leading wholesale grocers of New York City, and by 
Mr. L. A. Fuller, of the sugar refining company of Ala- 
bama & Fuller/*' of New York City, It is probably true 
that, in accordance with the testimony of men interested 
in the refining industry, thr numhpi- nf rrfning CT^mp?^'^^^ 

i;fad_.r apiiily _ Hpprea5ed,^ ^qpgf-i^lly during the seventies. By 

1887 the number had still further decreased, until at tha^ 
time but twenty-four remained. The three that had failed 
during the last seven years were located in New York and 
Philadelphia. 

§ 5, From this account one can draw several general 
conclusions with reference to the development of sugar 
refining- to the time of the formation of the Trust. First, 
it is quite noticeable what locations became the centers of 
the industry. In the beginning New York» Philadelphia 
and Boston were the only important ones. In 1887 and 
even to-day^ so far as cane refineries are concerned, these 
places remain the great centers, and increase of population 
and consumption of sugar has extended the territory to 
include only Portland, Me., Baltimore, Md., New Orleans, 
St. Louis and San Francisco. The relative importance of 
the different centers is shown by the fact that, while refined 
sugar imported seems to be pretty well distributed over 
the United States, raw sugar and molasses go principally 
to the great centers. For the year ending June 30, 1904, 
out of 18,828,530 gallons of molasses imported, valued at 
$1,018,198, all but 536,000 gallons were received at the five 
ports — Baltimore, Boston, New York, Philadelphia and 
New Orleans. Practically all the beet sugar imported goes 

"Depew, One Hundred Years of American Commerce, voL i, p. a6o. 

"Report Industriat Commij^ion, vol. i, p, 109, 

"United States, op. cil, p, 63. 

"New York InvestigaHon of Trusts (1897), p. 44?- 
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to the New York district for refilling-. Of the raw cane 
sugar imported all but 550,000 pounds is landed at the six 
ports of New York, Philadelphia, New Orleans, Boston^ 
San Francisco and Galveston, Texas. The relative impor- 
tance of these ports is shown by the following figures: 

Pounds imported In 1904.'^ 

New York 3,340,929,001 

Philadelphia 497.493,538 

New Orleans 465,065.213 

Boston 355^065,213 

San Francisco r 1,943,454 

Galveston 10,157,802 

Were Hawaii and Porto Rico not considered a part of 
the United States, the totals for New York and San Fran- 
cisco would be much larger. 

Economic causes have made these places the natural 
centers of the refining industry. As has been said, sugar 
was from the first an imported product, even to the extent 
of permitting sugar refining to precede successful sugar 
growing in this country by a century. The bulk of sugar 
used in this country is still imported. For only a few years 
did the production from Louisiana equal or exceed the 
amount imported from foreign countries. Ev£n that vihii 
came from Louisiana was brought to the centers for re- 
finin g ju st as i f it were imported sugar. From about 1840 
the proportion of domestic product became less and less 
until in J906. if for the sake of comparison Hawaii, Porto 
Rico and the Philippine Islands are included in the foreign 
list.^* it is found that the domestic product was only 576,- 
124 tons out of a total of nearly 2,060,000 tons. In other 
words, the product of the American continent was but 28 

"United States House Documents, sS C, 3 S., vol. 38, p. 45S. 
""It is necessary to do this in order to compare with the period before 
Ihe acquisition of these territories by the United States. 
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per cent of the whole. The percentage has varied from 
year to year owing to political and climatic conditions, but 
statistics for the entire time show a gradual rise in favor 
of foreign countries. 

The advantage of these great ports for the reception of 
the raw material is obvious. They are equally favorable 
for the distribution of the finished product. As the coun- 
try became populated, means of conmiunication extended 
out from these points. Hence it was most natural that 
sugar refining should be located along the wharves of the 
seaports, where direct communication could be had botb 
with the sources of raw material and with the field for 
distribution of the finished product. ^^ 

§6, Another striking feature has been the tendency i^ 
toward monopoly since the Civil War. Before 4h & war "^ 
-a-ad-jEoiL some -time aftecJts cbse the demand for refined 
sugar was great enough to insure a good profit for any one 
nf frnr,{\ busine^s .ability. Hence a gradual increase in the 
number of plants along with an increase in product re- 
sulted. -But-from about 1:870, as has been shown, while 
capacity and outturn continued to increase, .the number of 
plants rapidly decreased. The causes for this remarkable 
change are to be found mainly in the improvements that 
had beetL introduced into the industry from, time to time, 
to the advantages resulting from large-scale production..^ 
and to the changes made in the tariff, 

§ 7. A comparison of the old methods of refining with 
the new, together with a brief account of the introduction 
of epoch-making improvements, will make more clear how 
changes in methods of production have promoted the ten- 
dency toward centralization. A typical refinery of the old 
type as operated as late as 1833 was described as having 
two large kettles, or copper boilers, at one side of the 
room, into which first lime water woidd be placed to 
neutralize any acid that might be in the sugar. About 
5,500 pounds of sugar, and finally about three and one- 
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half gallons of fresh bullock's blood and occasionally 
whites of eg-gs would then be added. The sugar would 
then be broug-ht near the boihng point and in about three 
and one-half hours a scum from six to ten inches thick 
would be formed. A panman would skim this off until a 
white, milky froth appeared. Then the clarifying was 
* complete. 

The liquor would then be strained through blankets and 
returned to the pans after they had been washed. Then 
followed the process of evaporating. This was accom- 
plished by boiling the hquor imtil by the "thumb and finger 
test"'^ the boiler shoiJd determine that the substance was 
thick enough to crystallize. This was the critical point, 
and the determination of it required much care and skill. 
The fire would then be dampened, the liquor placed in 
coolers, and after a few moments stirring the crystalliza- 
tion would take place. The final process consisted in put- 
ting the sugar in molds and removing it to put into ovens 
for baking.^"* 

Such, in briefs was the method as followed by the re- 
fineries generally until during the thirties. From that time 
improvements were gradually introduced Melting, filtra- 
tion and crystallization still remain the fundamentals of 
sugar refining, but the methods of accomplishing these 
processes have changed. The time of the introduction of 
the various epoch-making improvements is uncertain, Mr, 
J. E. Searles, in his account of the industry, says that in 
1832 R. L, & A. Stuart started a refinery employing steam ' 
for the first time.^^ Yet, according to the government report 
published in 1833, at least three refineries were at that timei 
using steam both for power and for refining the sugar,^^ 

"Process of determining the thickness by drawing out between thumb 
and fingers. 

"U. S. Treasury report on '*Sitgar," 1833, p. 32- 

"John E. Searles, "American Sugar," in Depew, One Hundred Year £ 
of American Commerce, vol. i» pp, 257-261, 

'^Report OH Sugar, 1833, p. 69. 



The Growth of the Industry to i88y. 



IS 



I 



and the Stuart refinery is not mentioned as one of these, 
Mr. Searles is probably in error when he gives the Stuart 
refinery the credit for being the first to use steam> Mr. 
Searles also states that by 1838 the use of steam was well 
established This is probably approximately correct. In 
1848 a granulating machine for drying damp white sugar 
and reducing the grain was introduced. Mr. Searles also 
states that in 1855 tlie vacuum pan for crystallizing at a low 
temperature and somewhat later the filter of animal char- 
coal came into use, but the Treasury report already referred 
to states that the vacuum pan and animal charcoaP^ were 
both used in the three modern plants as far back as 1833. 
Mr. Searles probably means that by the dates he mentions 
the improvements spoken of had been generally introduced. 

The final improvements were the centrifugal machine, 
the polariscope and various chemical appliances. Mr. , 
Searles gives i860 as the date of the introduction of the f 
centrifugal machine in the process of refining sugar. It 
had been used before this in the production of the raw 
product'^ Mr. Searles also states that these improvementEt 
reduced the time required for refining from two weeks to 
twenty-four hours. The two weeks must have been under 
the old system as practiced before 1833. because, in the 
report above referred to»^° five days were allowed for re- 
fining and one day for taking care of bastard sugars. 

The modern filter is a large iron cylinder, or drum» said 
to contain usually about 10,000 pounds of animal charcoal. 
The filter removes most of the impurities and coloring 
matter- The **vacuum pan" is a large cylinder with a 
dome-shaped top and an abundance of steam coils. When 
filled and closed the apparatus becomes air-tight. It is 
connected with a pump which exhausts the air and vapor 

"Animal charcoal is ordinary bflne-black through which the liquid 
sti^r 15 passed and which absorbs th^ impurities. 
"Bradstreet's Journal, New York. Sept- 15, 1883. 
"Stipra^ p, 69. 



i6 



The Sugar Refining; htdustry. 



as fast as it is formed so the liquid can boil at a low tem- 
perature. The "centrifugal" machines are small drums 
holding about 120 pounds each. Within the drum is a 
wire screen basket which revolves 1,600 times or more a 
minute. The centrifugal force throws the molasses out 
through the wire ^et^^'0^k and leaves the sugar. After 
the syrup is driven out a little water is spurted into the 
drum and thrown out through the sugar. This washes 
out any syrup thai may remain and also any remaining 
coloring matter. 

-One cannot visit_a. refinery to-day without being im- 
pressed with the enorraDus .possibilities for economy under 
the modem system. The facilities for loading and un- 
loading material-and fuel, fox removing and saving ever}' 
particle of sugar, even by boiling the ba^ in which the 
raw sugar isshipped, the saving in management and in 
-numerous other ways bring vividly to one's attention the 
change that must have taken place. While the funda- 
mental processes remain the same, the scale on which 
refining is now carried on is incomparably greater than it 
was in the earlier days. 

I § 8- -Changes- of fnet^iod involved the practicai-remodel- 

/ing of the nl(i r efineries. Many refiners did not care to 

Lcontinue tlie struggle, and went out of business. Among 

'- those whQ_liatl..J2iade millions in the business were the 

houses__o_f _R^_L,. & A. Stuart and the Havemeyers. Thsi 

Stuarts retired, but the Havemeyer Company introduced 

all of the improvements^ increased capitalization and finally 

became the leading member of the Sugar Trust Other 

houses, later among the largest ones, were started during 

this period of general failure. In the advantages derived 

from these improvements in the stronger concerns one finds 

one of the principal causes for the rapid failure of weaker 

plants during the years preceding the formation of the 

Trust. 

This growing competition becomes more apparent when 
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V the increased capacity oi the plants is compared w ith the 
effective demand for the refined product in the United 
States and in foreign countries as measured in the con- 

> sumption of sugar in this country, plus the amount ex- 
ported. From 1851 to 1869 the average annual exporta- 
tion of sugar refined from the domestic raw product was 
about 3,400,000 pounds. From 1870 to 1874 inclusive it|' 
averaged 6^500,000 pounds annuallyj with a maximum of 

I nearly 10,000,000 in 1874. From 1875 to 1885 there was 
a rapid increase from 23,789,000 pounds to 252.579,000 
pounds,^ During the years from 1865 to 1891 exports of 
sugar refined from foreign raws declined from over 2,000,- 

1000 pounds to 1,340 pounds. But the increase of domestic 
refined sugar exported represents an overflow due to in- 
creased capacity upon which the refiners had to pay trans- 
portation charges and then sell at the prevailing price in 
the foreign market without the protection of a tariff. This 
B overflow or "dump" considered in connection with the 
table*^ given below showing the domestic consumption rep- 
resents the extent of the refiners market: 

Yeu Ettjmated CoosuiDntlan Pounds [>er 

PopulatLDii Tons Capita 

1867 36^311,000 467,268 28,9 

1870 38,558,371 6c6a92 35-3 

i8;s 43.766,000 713-002 37.1 

rS8o 50.155.000 922,109 43,g 

1885 56,i+o.fXM i,^S4'"6 49.9 

1890 02,979,766 1.522.73^ 54-5 

Thus, wjth jhe intr oductioTi of- impr Qv eme.nt s whiclL 

' -reduced the refining process from two weeks to sixteen 

iiours for soft sugars and made the limit for any grade 

H^twenty-^four hours, the capacity was increased far more-^ 

H **Compiled from Commerce and Navigation Reports and U. S. Sta- 

B ilstical Abstract. 

f "1S67, 1870, 1875, 1880, taken from U. S. Dept. Agriculture Chemistry 

Bulletin, no, g, 18S6, p. 25: 18S5- 1800. from Willet and Gray, SuEar 

Trade Journal. 
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ly. than^tJie df,manf1,_^fliidi, as showa by the ahQ^_ 
res, dicl pQt gven dou ble. Although between 1867 and 
1887 about thirty-six refineries went out of business, yet 
in j886» the year before the formation of the Trust, the 
annual capacity of the remaining: factories was over 3,926,- j 
000,000 pounds, or over 889,000.000 pounds in excess of 
the actual demand in this country, and over 636^000,000 , 
pounds in excess of the total market. Under a regime 
such as this the margin^^ for refining had been reducedf 
from ten cents in the earlier part of the century to three/ 
cents in 1876 and to .685 of a cent in 1887. The conM 
panics that survived were those that took advantage of the 
economies of large-scale production. The Havemeyer and 
Elder Company, although it had suffered great loss by 
fire during the years preceding the crisis, had a capacity of^ 
8,000 barrels daily. Mr. Havemeyer admitted that his' 
company had made money even on the narrow margin of 
.685 of a cent per pound. The advantage of large-scale 
production is made more clear by the fact that many of 
the companies that had failed had a capacity of only about 
seventy-five to four hundred barrels daily. 

In connection with the effects of improvements upon the 
development of the sugar refining industry one must con- 
sider two other factors, i. e., the influence of the tarilT and 
the effect of the conditions attending the Civil War. As 
this will require the tracing of the relation of the tariff 
from the beginning of our constitutional history to the year 
18S7, a separate chapter will be devoted to it, 

"The term *'margin'* h u5ed to designate the difference between the 
pnce of raw sugar and that of refined. It not only represents net 
profit, but also includes waste in refining and all other CKpenses. The 
refiners' profit consists in the amount remaining after these expenses 
are paid- 
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I I- Sugar refining enjoyed the blessingfs of govern- 
ment protection even before the formation of the Constitu- 
tion. Pennsylvania had encouraged the industry by means 
of a favorable duty, and had brought it to a very flourish- 
ing condition.' The original tariff acts of the National 
Government, however, so far as sugar is concerned, evi- 
dently had no protective motive behind them. The first 
act, passed July 4, 1789, placed a duty of ic. a pound on 
raw sugars and 3c. on refined. The refiners claimed that 
this afforded them no protection, but their complaints were 
not heeded. Li 1790 the refinera were recognized by an 
increase of dirty on refined sugar to gc. a pound, while 
the duty on raw sugar was increased but ^^^c. and in J794 
their wants were still further attended to by a duty of 9c. 
per pound, while raw sugars were taxed only sj/e. This 
policy of high protection was continued until the passage 
of the tariff act of 1842. From 1794 to 1812 the rate 
continued at 9c. per pound- In the latter year it was 
increased to iSc, and remained at that figure until 1816, 
when loaf or candy sugar, refined, was placed at 12c. and 
lump sugar at Toc. per pound. This rate continued un- 
changed imti! 1842, when the duty on refined sugar was 
reduced to 6c. The protective influence of this high rate 
on refined sugars is indicated by the fact that on the reduc^ 
tion from 12c. to 6c, per pound in 1842, the importations 
of foreign refined sugar rapidly increased from 68,147 

'Maclay's Journal, p, 56. 
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pounds in 1841 to 2,215,517 pounds in 1844. Under the 

tariff in force 1846-1857, which levied 30 per cent, ad 
vnlorefn on all sugars, the amount imported remained High- 
Several years saw an importation of over 1,000,000 pounds. 
This indicates that the protection to the refiners was less 
during this period than either before or since. Durir^ the 
entire period the rate on brown sugar, with the exception 
of the years 1812-1816, when 5c- was levied, never ex- 
ceeded 3c. per pound, and the rate on white, clayed or 
powdered sugar was limited to 4c. ^ 

The effect of this legislation was soon apparent. The 
imports of refined sugar fell from 265,000 pounds in 179T 
to 55.000 in 1795, and by 1800 tlie amount had fallen to 
10,000 pounds. Since that time the imports of refined 
sugar have generally been insignificant and the rcfmera 
have had the American field practically to themselves. 
Their competition did not exist in the product of foreign 
refineries, but in the general use of raw sugar and molasses 
by the masses of the people, and the refiners have had the 
task of cultivating a taste for the refined product. Their 
gradual success has been indicated in the figures already 
given showing the relative aniounis of refined sugar used 
at the beginning of the century and at the present time, 

§2. While protected by the high tariff on refined 
sugars from almost the beginning of the governnlcm under 
the Constitution, the refiners also fomid means to better, 
themselves from time to time by the varying rates of duty 
on raw sugar and molasses and by the drawbacks that 
were allowed on imported sugar refined within the United 
States and re-exported. The period from 1830 to 1840 
seems to have been the most fruitful in profits arising from 
improper adjustments of drawbacks to duties. Since syrup 
of sugar was not an enumerated article, it was subject to 
an ad vatorcm duty of 15 per cent. It was invoiced in 1831 
at over 30c. per ^lon. This gave a duty equivalent to a 

11. S. Senate Rffori, no. ^130, S' C„ 2 S., vol. 2. 
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iic charge of 6c. per gallon. It was decided fay certain 
refiners that there would be a great saving of duty by first 
Htuming the raw sugar into syrup by adding water and then 
importing it in liquid form. They could do this econom- 
ically because it was the first step they had to take in the 
^k>roce55 of refining. It was variously estimated by different 
^customs collectors that a gallon of syrup so prepared would 

■contain from eight to twelve pounds of raw sugar, or the 
frugar would compose from seven-cightha to nine-tenths of 
the total bulk. Since the duty on brown sugar was at that 
time 3c. per pound and on clayed 4c, per pound, if clayed 
sugar were brought in without being transformed into 

Kyrup, eight pounds of sugar would have to pay a duty of 
j2C. By turning it into syrup the charge at most would 
>e but 6c. This permitted them to save about 36c. per 
gallon. The scheme v/as not long successful, for in 1832 

t Congress remedied the defect by levying a specific duty of 
ej^c- per pound upon syrup of sugar cane. 
Then the refiners turned to the other form of liquid 
sugar as a means of avoiding the payment of duties and 
began to import molasses- From May, 1828, to May, 
K.1S30, the duty on molasses had been loc, per gallon. On 
the latter date the duty was reduced to 5c. per gallon, and 
^this rate continued until 1842. The pohcy pursued was to 
H^il down the cane juice almost to the point of crystalUza- 
"tion and to import it in that form. The refiners continued 
this polic\' until 184J, when this form of sugar was pro- 
^Kvided for by special legislation. While this possibility of 
substituting molasses for sugar had some influence, it ap- 

f pears that that influence was not as great as some writers 
would have us suppose.'' A comparison of the average 
annual import of molasses for the years 1822-1829 inclu- 
sive, with the average for the years 1831-1842 inclusive, 
shows that the average for the latter period represents an 
■ increase of less than 50 per cent over that of the former 

H 'Cf. Griffei 



"Cf. Griffen, "Taxation of Sugar," Quar. Jour, Econ., vol, xi, p. 30? 
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period/ while Llic imports of sugar for similar periods 
show an increase of over S5 per cent,* It is also interest- 
ing to note that after the change in the law in 1842, thefl 
proportion of nolasscs iniported continued apparently un- 
affected by the change. Probably, tlie chauce of avoiding 
the payment of duties did have some influence. But other 
forces were at work which made the importation of sugar 
in a form that could be more readily handled by the refiner; 
more desirable. 

§ 3. An influence of far more importance than either 
cf these was the failure of Congress to adjust the draw- 
back on sugar to the changes made in the tariff, 1828 and 
1832. In 1829 the drawback was fixed at 5c. per pound*fl 
This rate was maintained until 1842, when the poh'cy was 
adopted of allowing the Secretary of the Treasury to ad- 
just the rate of drawback to the amount of duty paid. The 
increase in the rate of draw^back in 1829 caused an imme- 
diate increase in the amount of sugar exported. But this 
increase became most marked after the passage of the Com- ■ 
promise Act of 1832^ which provided for a gradual reduc- 
tion of the tax on 5ug;ar from 2j^c. per pound to less tlian 
2c. in 1840 and to about ic. in 1842. It can readily bcfl 
seen that a gradual reduction in the rate of duty without 
a corresponding decrease in the drawback gave an increas-^ 
ing stimulus to refiners to import raw sugar for the expressfl 
purpose of refining for the export trade. That this was 
the result is shown by the drawbacks^ paid on refined 



This method of comparison is undoubtedly fair, because with thc| 
exception of the years 1839 and 1840 the increase ia not beyond wh 

might have been due to other cauaea. 

tj, S, Finance Report. 1845^ pp. iSS, iqt. Th« imports of sug^rJ 
foT the years 1822-1840 show no i^arked increase- From i8jt to 184a I 
there was a change from 109,0I4h6S4 pottnds to i7Z-^3'SSS pounds, 

•Drawback paid on domestic refined sugar 1821-184^ U. S, FinaHc^\ 
Report, 184s, vol. v. p. 6:9: 

1621 f5'362 j823 $2,2Sr 

I&3 i^i 1824 a,3o8 
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sugar. The amount of drawback increased from $2,045 
in 1828 to $45,092 in 1829, and again from 1837, when 
$100,642 were paid, the amount increased to $633,536 in 
1841. In 1842 the amount fell to $89,447 and in the fol- 
lowing year to $8,426. 

This advantage to the refining industry was undoubtedly 
very conducive to its general growth. In fact, as has been 
shown, it was during this period that many of the most 
important improvements were introduced. It was found in 
1842 that the waste of raw material had been reduced to 
25 per cent as against about 40 per cent in 1829. The 
years when the greatest drawbacks were paid and when 
evidently sugar refining was enjoying its greatest pros- 
perity, were those beginning with and following the great 
panic of 1837, when all the remaining industrial system 
was in chaos. 

§ 4. The period from 1842 to i860 had little of interest 
in tlie relation of the tariff to sugar refining. As has been 
said, according to the law of 1842, the rate was made 2j^c. 
per pound on brown sugar and 6c. on all other grades. In 
1846 a change was made to an ad valorem rate of 30 per 
cent, and this continued until i8.t7, when it was reduced to 
24 per cent No further change was made until 18611 
One phase of the business during this period was the 
change that took place in the quality of sugar reflned. 
This, however, was due rather to other causes than to the 
tariff. 



. 2,627 

• 5334 



1825 

1826 

1827 

1S28 

1829 4SiOtW 

1S30 S4.330 

1831 6.1.688 

1^32 H*2^ 

^^^^ 34.643 

IS34 162.066 

1835 4M72 



1836 $83,768 

1837 100,643 

1838 145-494 

1839 ^7iT88 

1840 523^3 

1841 633,536 

T842 8g.447 

1843 8,426 

1844 71^11 

184s 74*a^i 
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Before 1850 the refiners had tried to secure grades of 
raw material containing as high a percentage of sugar as 
possible. Among those mainly used were the sugars known 
as "Havana box/' "clayed Manilla/' and the better class 
of *'Porto Rico" sugars. As the syrups from these varie- 
ties were very rich in sugars they were ^'worked back," 
that is, worked over again, and thus the total product of 
refined sugar was increased. By this process they hoped 
to get of first product, consisting of refined and white 
sugar, about 73 per cent, and of yellow sugar and molasses 
about 24 per cent. This left about 3 per cent waste. 

About 1848 to 1850 the increasing competition of 
grocers for the higher grade sugars forced the refiners to 
use increasing quantities of the lower grades. This, for 
the time being, brought about the policy of securing only 
about 50 per cent of refined sugar from the product and 
looking for profit in the increased amount that could be 
handled with the same capital and labor by avoiding the 
''working back" process and by the sale of second pro- 
ducts,"^ Improvements of various kinds were being con- 
stantly introduced, and, as the growth of the industry 
indicates, it was in a generally prosperous condition. 

§5- With 1S61, sugar refining, as well as many other 
industries, entered upon an era of stimulation, both eco- 
nomic and political. In this particular industry tRe mah 
stimulating factors were : First, the increased demand for 
the refined product, brought about by the destruction of 
the Louisiana sugar industry by the Civil War; second, the 
stimulation of high prices; third, the changes in the tariff; 
and fourth, the widening of the market due to increasing ■ 
transportation facilities. In the first case the sugar indus- 
try of the South was almost ruined. The consumption of 
domestic sugars for the three years 1860-1863 had aver- ■ 
aged annually 144,140 tons. This consumption had dwin- 
dled to 5,000 tons in 1865, and did not exceed 80,000 tons 

TJ. S. House Executive Document, no. 34 39 C., i S., p. q8. 
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again unhl 1877. In 1870 it was stUl only 46,800 tons, 
This injury to the domestic supply resulted in an increait- 
ing consumption of foreign sugars. The annual average 
for the foreign supply consumed for the five year*; 1857- 
1861 had been 252,786 tons. This increased to 350,809 
tons in 1865, 400,568 tons in 1867, 637,373 tons in 1872, 
and so on until in 1886 the total was 1,060,308 Eons.^ This 
foreign supply went very largely throi^h the hands of the 
refiners, many of whom were also importers, who found a 
new demand for their products owing to the failure of the 
domestic source. 

The demand for raw sugars during this period is indi- 
cated by its increased price. For the year F858 and 1859 
the price had varied from 5c. to 8c- per pound in New 
York City. During the three years 1864-1866 the price 
varied from loc. to 25c per pound. The prices were the 
highest in 1864, when they varied from lie. to 250.^ From 
that time on they gradually decreased, until in 1886 the 
limits were 434c- to 5j4c.*^ The relations of the prices of 
raw sugar to that of refined sugar can perhaps be best 
illustrated from the index number tabulations given by 
Mr. Aldrich in his Senate Report." Taking i860 as the 
base. Mr. Aldrich found that by 1865 fair refining*^ had 
increased in price from 100 to 2448. while for the same 
year refined sugar stood at 285. A comparison of the 
index figures shows that for the entire period ( 1861-1871) 

^America^ Almanac, 188S, p, 33- The figures fi>r Iota! consumption 
are less than those given by Afe^srs, Willetl and Gray for the same 
year*. 

'Part of thjK increase in price was due 10 fluctuations in the vain? 
of gold during the war. Mucli of it, however, was due to the destruc- 
tion of the Louisiana cane supply. 

^American Almanac, 1888, p, 102. 

"•U. S- Senate Report, no. 1394, 52 C.> 2 S. (i8q2^3>. vol. 3, pt. 1, 
p-35' 

'*'Faif rffining-," a medium grade sugar lasting- 8q°, for ivhtrfi prirfs 
arc given by Mr Aldrich for the period 1S40-1891, Fair refioifif- *iMal^ 
No. 13 D- S. U, S, House Report, ix>. 311a, 50 C, 1 S., p. ' "" 
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refined sugar was much higher in price as compared with 
i860 than was the price of raw sugar as compared with 
the i860 standard. This is also true of the twenty years 
preceding i860 and especially of the years from 1840-1856 
inclusive, but the introduction of improvements during the 
years before 1860, resulting in economies and gjeater 
proiits to refiners, makes the marked differences in rise of 
price during and following the Civil War of especial 
significance. The increased price of raw material shows 
the added value of the imported product and an increas- 
ingly important position of refiners in the general sugar 
industry, and the comparatively increased price of refined 
sugar is an indication of an added stimulus to invest capital 
in the business. Two important factors, then, were the 
increased demand for the sugar handled by refiners due to ' 
the destruction of the Louisiana sugar industry and thej 
increased comparative price of refined sugar. 

§ 6. The relation of the tariff to the increased activity ] 
in sugar refining is not so clear. By Act of March 2, 1861, 
the rate was changed from 24 per cent ad valorem on all . 
kinds of sugars to a specific duty of 54c- on raw sugars, 
both brown and white, and of 2c, on refined. By two sub- 
sequent acts during the same year, the rate on raw, mus- 
covado*^ or brown sugar not above No, 12, Dutch Stan- 1 

^'Mtjscovado" is a low grade of sugar. It contains a larger pro- ' 

portioti of molasses than the higher grades. It 15 made by the crude 
system of *'open kettle" boiling, the oldest of the methods of manufac- 
ture. Four copper kettles are generally used by which, by being trans- 
ferred from one kettle to another at increasing temperatures, the juice 
is gradually brought to a state of trystaHization. The grade above, 
known as "clayed," has more of the molasses and other impurities re- 
moved by meauF of water percolating through it from moist layers of 1 
clay laid over it The highest grade of raw sugars, known as ''Cen- 
trifugals,*' the process of manufacture of which has already been de- 
scribed, 19 equal to 96 degrees polari^cope lest. For description of 
manufacture, sec Jitpra^ p. 15. This process was the revolutioui^mg 
onp in that it accomplished in a few momems what required days by 

the older processes. D, A. Wells, Su^ar Industry (1878), pp. 10-22, 
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dard/* was increased to 2^c. per pound, between No, 13 
and No. 15 was rated at 3C-, and refined sugars at 5c. per 
pound. From July, 1862, to June, 1864, refined sugars 
were subject to a duty of 4q., and from the talter dale to 
Julvi 1S70, 5c. was charged. During ihe same period 
(1864-1870) raws not above No. 12 D. S. paid 3c. ThU 
gave refined sugars an advantage, during the latter period, 
of 2C. per pound, as against ty^c in 1861. Undoubtedly 
this increased protection had some influence, but, as no 
evidence of any relation between changes in prices of 
refined and the dates of specific tarifE acts exists, it is im- 
possible to consider the effect of the tariff separately. So 
many factors enter, such as the increased cost of labor, 
materials, etc., that one cannot determine more than the 
general tendency any influence may have had, 

§ 7- It has been pointed out that the eiccise tax l^od' 
on the products of the refineries during the sixties had a 
\-ery decided tendency to lessen the profits of refiners. Tlie 
Act of July. 1862, took effect September t of that year. 
For the ten months ending June 31, 1863, with a rate of 
excise 1^4 per cent, the refiners paid $220,234; for T864, 
$873,140, and for 1865. under the action of two successive 
laws, the first levying 2j^ per cent ad z^alorem on the grosfl 
amount of sales of sugar refiner*, and the second 3 per cent, 
the total amount paid in currency was $1,720,621, It 
was shown that, as only the refined product was protected, 
the raw sugar and molasses being subject to the competi- 
tion of foreign products, the excise which fell on all the 

""Dutch Standard-" This ^ysiem of claisifpnE Mjgart wat originated 
by the Dutch io cfaaaifying the augan brought from Jfcva, a Dutctr 
Ksst Indian deprnJency. Tlic lyilem h bas^d on the angiirnption that 
color is a critenon of purity. No. 20 or upwards in color arc white, 
and are of the highest degree of purity. No. 12 1^ considered an the 
dJTiding litie between the raw and refined pr^idtict Thi» meihoil of 
grading wag introduced imo the American tariff fyslem in 1861, and 
wns continued until 1874, when the polaritCQ^ wai introduced for 
sugar below No. 13 B. S. 



28 



The Sugar Reining Industry. 



products alike bad virtually to be borne by Ihe refined 
product. As the refined product was only about so per 
cent of the total outturn it made the real tax on refined 

sufar about 6 per cent instead of the nominal 3 per cent. 
As the additional value ^iven to the sug;ar product by 
refimngn less interest on capital, was only about 7 per cent, 
evidently but little was left to refiners. For this reason 
the Revenue Commission recommended that the excise on 
refined sugfar be removed and that the tax impost and 
excise on all foreign and domestic cane sugar be advanced 
yic. per pound, and on all foreign and domestic molasses 
2c. per gallon. It was thought by the Commission that such 
a tax would fall on the producer rather than the consumer, 
because the tendency of sugar production to exceed de- 
mand would throw competition on the producer's side. On 
March 2, 1867, the revenue duty on raw sugar was reduced 
to ic. per pound and on the products of refiners from 2j/^ 
per cent to 2 per cent ad valorem, and on March 31 of the 
following year all internal taxes on sugars were repealed.*^ 
The exact infJuence of the excise taxes of this period can- 
not be determined, but they certainly tended to lessen the 
profit of the sugar refiners and to neutralize the effect of 
the increased protection. But their influence was not suffi- 
cient to overcome entirely the stimulus given by the in- 
creased prices of the Civil War and the higher tariff. This 
has been shown by the remarkable growth both in the 
number of new plants and the amount of capita! invested 
in this business during the decade 1860-1870. 

§ 8. It must now be determined to what extent the tariff 
was responsible for the faihires leading up to the formation 
of the Sugar Trust. In a general way, the year 1870 may 
be taken as the point after which large-scale production and 
improved methods began to show their advantage over 
small competitors. The testimony of refiners is that the 
most of the failures in the business took place after the 

^U. S. Statutes at Large, vol, ?civ» pp, lag, 474- xv, p. $9- 
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year 1875^ but a study of prices shows that forces were at 1 
work even before the panic of 1873 that were sure to force 
the weaker producers to the wall. Mr. Aldrich*s report ; 
shows that in 1869, while fair refining sugars were at 
155.2 as compared with i860, refined sugars stood at 
J53-S' This was a fall of 3 points from 1866 in relative 
price of raw sugars and of 33 in that of refined. Almost 
without exception, from 1872 until 1888. the year after the 
formation of the Trust, the price of refined sugar as com- 
pared with the price in i860 was lower proportionally than 
the price of raw sugar as compared with 1860.*° From 
1864 to July, T870, all sugars not above No. 12 D, S, were 
taxed 3c. per pound and all refined sugars sc. This was a 
difference of 2c In 1870 a change was made by taxing 
all sugars not above No. 7 D. S i^c. per pound; not 
above No. 10 and above No. 7, 2c-; above No, to and not 
at)ove No, 13, 2j4c. The rate on refined sugar was re- 
duced to 4c. per pound." As the bulk nf the raw sugar 
imported was of the second grade, that is. above No, 7, and 
not above No. 10 D. S.. there was practically no change in 
the protection granted refiners. Hence one must look else- 
where for the causes of the downfall of the small refiners, 
at least during the early part of the period. 

During most of the time from 1874 to 1883 the rates 
stood as follows; Not above No. 7 D. S^ 2.1875c. per 
pound; above No, 7 and not above No. 10. 2.5c.; above 
No. 10 and not above No. 13. 2.8125c. ; No. 13-16, ,1.4375c. ; 
No. t6-20, 4.0625c., and refined sugars, 5c. per pound, k 
One change made in 1874 was the introduction of the| 
polariscope test for sugars below No, 13 Dutcli Slaiulard 
in color. The Dutch Standard system had failed to prove 
an accurate criterion of the quality of low grade raw sugars 
imported, and the change to the polariscope test became 
necessary. For sugars above No. 13 the older system was 

"U- S, Senate Report, 53 C. 3 S., iSga-gj- vo[. 3, pt. t, p. ^5. 
"U- S. Senate Report, 48 C, i S.. vol. i, pp. aia-ar^. 
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continued. As under this tariff the bulk of raw sugars im- 
ported was above No. 7 and not above No. 10 D. S,, it 

becomes clear that the refiners had an increased margin of 
J^c, or a total difference of 2}^c. as against 2C, for the 
earlier years. Yet the price of both raw and refined sugars 
continued to fall, and liat of refined fell the more rapidly 
of the two. Evidently up to 1883 the tariff had little or no 
influence on the changing situation in the sugar refining 
industry. 

§9. It is also improbable that the financial crisis of 
1873 had any great influence in driving refiners out of 
business, although it is shown that the prices of both raw 
and refined sugar fell materially after 1873.^^ Yet the fall 
of both was proportionally much the same, thus leaving 
the refiners with the advantage of maintaining aboat the 
same profit per unit of product while paying actually less 
per unit for raw material and handling a continually in- 
creasing amount. The statistics of consumption for the 
years of crisis also lead to the conclusion that sugar refin- 
ing was not injured to any extent. In 1870 the total esti- 
mated consumption of sugar in the United States was 
530,692 tons. By 1874 this had increased to 710^369 tons. 
With the exception of a slight decr^se in 1876, the whole 
period shows a steady growth in the demand for sugar. 
Had the crisis been influential it should have resulted in a 
marked narrowing of the margin between the price of raw 
and refined sugars, together with a marked falling off of 
the demand for sugar at the time of the crisis. As neither 
of these phenomena appears, but rather the opposite condi- 
tions prevail, it seems that the conclusion that the panic had 
little or no influence is justified. 

§ 10. The Act of March 3, 1883, may have had some 
influence in hastening the time when the refiners would 
form a combination, since the differential on refined sugars 
was then materially lessened. All sugars not above No. 13 

^Americafi Almiynac, 18S8. p. 33- 
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D. S. and testing not above 75^ were to pay a duty of 1.4c. 
per pound, and for each additaonal degree .04c were to 
be paid. Sugars above No. 13 and not above No. 16 D. S. 
■were to pay 2.75c. ; above No. r6 and not above No. 20, 
3c, and above No. 20, 3.50c- As the bulk of the sugars 
used by refiners tested near 89° or 90^, the duty on raws 
was about i.6c. per pound- This gave the refiners a margin 
o£ practically i.gc. as against about 2,5c. under the pre- 
ceding laws. In connection with this change in tariff It 
is interesting to note that the difference between the price 
of centrifugal sugar and of granulated refined fell from 
I-437C in 1882 to r.o83c. in 1883 and to >923c. in 1884. 
and that this margin continued to lessen until afler the 
formation of the Trust. Undoubtedly the tariff act of 
1883 hastened the time when concerted action on the part 
of refiners would be assured. 

Two phases of the relation of the government lo the 
sugar refining industry remain to be considered The first 
is the relation of governmental encouragement by means of 
drawbacks to the growth of the industry and to the changes 
that took place, and the second is the influence of special 
tariff relations with Hawaii, Cuba and Porto Rico in de- 
veloping fields of future activity for the Trust. The first 
of these topics may properly be considered here, The sec- 
ond will be taken up in the chapter on the profits of the 
sugar refining industry. 

§IT. Various refiners have Stated that the drawback 
was a very important element in the stimulation of the 
refining industry luider certain conditions and in the fail-- 
ure of refining companies under others.'* It was asserted 
that by means of a drawback the government was paying, 
in effect, a bounty to the refiners upon all refined sugars 
exported. This drawback was really a premium or profit 
which tempted many to increase productive power. Over- 

^Hovse MiscethneoMS Dacutuftit. no. 176, 51 C, I S. p. 662: also 

House Report 3T12. 50 C, i 5., p. 126. 
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production resulted, then the drawback was lessened and 
the refiners suffered. During the seventies, when so many 
refining companies were going out of business, the refiners 
attributed part of the difficuUies to drawback changes.^* 

A study of the amount of sugar refined from the foreign 
raw product and exported from the United States indicates j 
that the drawback could have been of importance only for i 
the few years preceding and including the Civil War. The] 
following table^^ will indicate the relative importance of 
the various years: 

Sugar Rbfiwed from Fobetgn Raws Re-exported, 

Year Pounds Year Pounds 

1857 1.127327 1862 4.8i3-S86" 

18^ 2,137.64s 1863 8,887.719 

iSiy 2f3<^i.575 '864 4-944,879 

i860 4-945p^ t365 .- 2,194^16 

]86i 4^17,205 

AvfiRAGB Annual Exportation. 

1866-71 602,846 1876-81 27tS9^ 

i8;i>76 343^55" i88t-86 2S.000 

These figures show that only during the period 1857 to 
1865 could the drawback have been of any importance in 
stimulating the industry, and that after that time the 
amount exported has been so small that the entire draw- 
back could have been denied without having any great 
effect on the general situation. 

The drawback on refined sugar during this entire period 
(1857-1865) was fixed at lyic, per pound.^^ From this it 

"New York Cliamber of Commerce Rcfiarts. iSjS, 1877- 1878. 

"Taken from U. S. Reports Commerce flrtrf Navigation. Most of this 
CKportation i^ entitled to drawback, although from 1855 no report is 
made of tiic exact amount. 

^hc reports for 1862 and the following years do not gfve separately 
tlx* amounts exported from warehouses and Ihat exported after paying 
duty. The former amount ha^ been comparatively small at all time*. 

"F: D. Ogden. U. S. Tariff, 1864, p. 109. BogerU Bourne & Auten, 
New York City. 
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can only be concluded that if the drawback had any ibBu- 
ence at all it was due to the rdativ-e increase in 1857 by 
the reduction of the xnf z'alorcm tariff from 30 per cent to 
24 per cent- But the fact ihat the maximum exportation 
was reached and a rapid decHoe had taken place before any 
chan^ was made in the rate of drawback indicates that 
its influence was much less than was asserted atid that the 
real cause for both the growth of the industry- and the 
failure of sugar refining companies lay elsewhere than in 
the regulation of the drawback by the United States Treas- 
ury DepartmenL Change in rate of drawback was made at 
various times during the seveniies, but» as has already been 
shown, these had no important relation to the general 
problem, --. 

In summarizing: the results of the inquiry into the causes 
of the growth of the refining industry, it may be said that 
from the earliest times to the Civil War the tariff was a 
very important factor; that during the Civil War this influ- 
ence, while doubtless real, is merged with a number of 
other causes, such as the destruction of the Louisiana sugar 
industry, the stimulus of increased prices, and the influ- 
ence of the drawback. It has been shown further that the 
internal revenue tax tended to neutralize the effect of the 
increased tariff, but that this influence probably was of 
minor importance. It seems» too, that neither the tariff 
nor the panic of 1873 had any great direct effect in hasten- 
ing the failures of refining companies during the seventies. 
The tariff of 1883 may have hastened the final combination. 
The (fffect-Trrf^ie tariff was the indirect one- of being 
a factor-stimulating tlic industry to the point of over? . 
producriorL during the years preceding 1870. It may be , 
concluded,, then, that the transition that look place leading 
up to the formation of the Sugar Trusl was the natural 
result of overproduction due to excessive movcuKnl of 
capital, into this industrial group at a time when the 
capacity for production was being grcatly^i 
remarkably improvements in methods of refining. 



Chapter IV. 

THE ORGANIZATION AND GROWTH OF THE 
SUGAR TRUST. 



§ I. Because of the centralization of production into so 
few large plants, a condition brought about by the causes 
considered in the preceding chapters, the reJiners were 
faced with a serious situation. As the profit per pound 
decreased, money could alone be made by increasing the 
outturn, and this in turn tended not only to wipe out profits, 
but even to leave on the hands of the refiners an unsold 
product produced at actual loss. The business had become 
so highly organized, such large interests were at stake, and 
the field was limited to so few gigantic competitors, who, 
because of their location, with the exception of the Cali- 
fornia refiners, were practically in the same market, that 
the impending struggle meant severe loss to both the win- 
ner and loser. As a result the question presented itself 
to the refiners whether the ultimate rewards of driving out 
competitors would be greater than the immediate ones of 
changing those engaged in industrial warfare into common 
sharers in profits. Production had to be limited either by 
the harsh, cruel methods of competition or by agreement 
among the producers. The latter was the plan adopted. / 

§2. Long before 1887 the necessity of dealing ^yith 
' the problems_of_overproduction had_beconie apparent^ to 
the -refiners, it__seems that during thcsixries there was 
seme understanding among them. But those acquainted 
with- conditions at that time say the. combination did not 
amount to anything. It is also said there was a so-called 
!'riag" during, the early, seventies. It was stated that at 
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_Uiat time Uie refiners at the water's edge in New York City 
Jiad the advantage of ^c. a pouniL^ It b also probable 

that this *'ririg/' if any existed, had but a local importance 
_ and temporary influence. 

In 1881 a movement of more importance began. The 
icfiners, realizing tlic damaging results of an unregulated, 
competitive production, began to try by mutual agreement 
to limit the outturn. The firms of Havemeycr & Elder, 
Matthicsscn & Wcichers and the Brooklyn Sugar Refining 
Company brought about a verbal agreement — no articles 
being signed — to curtail production of rcfiiieries one-third 
until there should be an improvement in demand. They 
had the further understanding that production would be 
reduced still more if the demand should not increase and 
prices advance. It is said that the refiners of Boston and 
Philadelphia refused to Join in this agreement,^ Later, 
however, it seems that at least Boston came into the com- 
bination.^ The refiners in Boston and New York adjusted 
their meetings from week to week to the demand of the 
market. This agreement was in the nature o£ an experi- 
ment only and was necessarily but temporary. It was 
repeated from time to time, but was found to be futile. 
The movement toward coramunitv of interest did not cul- 
minate until 1887- As none of these earlier movements 
had any permanent influence, consideration will now be 
given to the various phases of the Sugar Trust, which has 
been the central factor in the sugar industry for twctity 
years and which has been closely related to every important 
change that has taken place. 
f § 3. On or about October 24. 1887,* after months of 



*New York, Investigaiion of Trusts, i8g7, p. 447, TesHmony of Law- 




I'Brad street's Journot, t8Si. p. 43. 

r"J. E. SearJes, in Dcpew^s One Hundred Years of Amaican Com- 
mtirce, vol. I, p, ^60. 

'New York Investigation of Trusts, t88S, pp. s ^nd 8. 




36 



The Sugar Refining Industry. 



negotiating by Mr. H. O. Havemeyer and a few others* 
and by virtue of an agreement between the stockholders of 
eight sugar refining coqjorations, the organization known 
as the "Sugar Refineries Company" came into existence. 
It was nut the first movement of the kinj known to Amer- 
ican industry. The Standard Oil Company had been or- 
ganized in 1882; the Whisky Trust earlier in the same year 
that witnessed the formation of the Sugar Trust^'^ and the 
Arnold Committee in New York» 1888, found eleven so- 
called "Trusts" as subjects worthy uf its attention. These 
were tlie Sugar Trust, Milk Trust, Rubber Trust, Cotton- 
seed Oil Trust, Envelope Trust, Elevator Trust, Oil Cloth 
Trust, Standard Oil Trust, Butchers' Trust, Glass Trust, 
and Furmture Trust. But of all these the Sugar Trust 
was destined to be one of the most successful from the 
point of view of growth, control, and profit to its members. 
Although but eight refining companies had taken part 
in the original formation of the Trust, all but one of the 
eighteen companies which in 1891 were reorganised into 
the American Sugar Refining Company had signed the 
agreement before the end of the year 1887. Of the twenty 
refiiierics owned and controlled by these companies, eleven 
were m New York and vicinity, four in Boston, and the 
other five in Portland^ Maine, St. Louis, Missouri^ New 
Orleans, Louisiana, and San Francisco, California. As 
estimated by seasons of the year ^vlien they were running , 
full, they had a combined daily capacity of 33,500 barrels. 
Immediately after formaEion, by closing some plants and 
combining others, the Trust reduced these twenty to ten, 
, and yet these ten, when properly managed, had a capacity 
I <jf 34,000 barrels, a greater amount than that of the original 
plants working independently. The five refining com- 

*The term Trust will be u?ed Ihfoiighoul this volume to designate the 
American Sugar Refining Company, although, strictly speaking, the 
trust fonn was abandoned on incorporating the American Sugar Re- 
fining Company in 1891. 
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panics which remained independent had a total capacity of 
10,400 barrels.. 

The method adopted for organizing the Trust was, first, 
to form e^ch refining company into a corporation. Sev- 
eral of the companies were already corx>orations, but Have- 
meyer & Elder^ Dick & Meyer, Oxnard Brolhers, and 
Moller, Sierck & Co. were co-partnerships* The aim of 
this policy, as stated by the refiners, was "to have harmony 
in the fundamental business basis of each refinery,"' The 
next step was to exchange stock in the corporations for 
trust certificates. Eleven trustees were provided for in 
the trust agreement, and to these the stock was transferred 
and checked off before certificates were issued. These 
eleven persons became the "Sugar Refineries Company," 
the real Trust, 

The method nf apportioning' certificates among the dif- 
ferent companies was one of the points the different inves- 
tigating committees could not determine. It seems that in 
a general way schedides were tnade describing the value of 
the properly. For example, in the case of Havemeyer & 
Elder, who owned valuable water privileges in Brooklyn^ 
and also valuable lots, diagrams of real property and state- 
ments of the improvements were made so that any one by 
visiting the plant could determine the accuracy of the esti- 
mate. In cases of defects of title the parties concerned 
remedied the defects. The property not embraced in such 

■House Rep,, no. 3112, 50 C„ i S., p. 9. 

'This probably means that the men who afterwards became trustees 

in the "Sugar Refineries Company'^ hoped to have control b> holding 
a conlTcilling inlpre*;t in the »;tocl: of the \farionfl corpoTations entering 

the Trust, This would not be possible in a partnership. While the 
project of trust formation was being agitated, some of the prominent 
sugar refiners had purchased controlling interest in refineries in which 
before ihey had had no interest whatever. They claimed their purpose 
in doing this was to secure hclfcr control of the stock. By this means 
the coTitrollinE intere^it was limited to the eleven trustees. U, S, Houxe 

Report, no. 3112, 50 C, i S., pp. 43-44, 
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schedules was inventoried and charged to the credit of the 
old stockholders. Those interested in forming the Trust 
claimed there was no attempt to capitalize the different 
plants at figures proportionate to their several values. In 
some instances the capitahzation was less than the value. 
Certain facts seem to indicate that such an attempt was 
made. In the case of the North River Sugar Refining Com- 
pany, Mr. Searles purchased the property for $325,000, the 
market value, and certificates to the amount of $700,000, 
less IS per cent, were issued. Here the certificates were 
double the value of the stock. In the investigation hefore 
the Industrial Commission, 1900. it was brought out that 
Mr. Doscher, the owner of the Brooklyn Sugar Refinery, 
which entered the Trust, received somewhere near $3,000,- 
000 in certificates.^ Thfese sold on the market for fifty cents 
on the dollar, just half their face value. On the other hand» 
the statements of the refiners seem to be true, from the fact 
that Havemeyer & Elder's plant, with a daily capacity of 
8,000 barrels, was capitahzed at $500,000, while the two 
plants of the Havemej-er Sugar Refining Company, with a 
combined capacity of 4,000 barrels, were capitalized at 
$1,000,000. The plant of the F. O. Matthiessen & Weichers 
Company, with a capacity of 4,500 barrels, was valued at 
$400,000,^ If value of plant bears any relatioti to capacity, 
we have evidence here that the refiners were correct in main- 
taining; that each transaction was independent of the others. 
It is probable that with each company, as has been the case 
in the organization of many other industrials, the bargain 
had to be made independently or not at all. In the distribu- 
tion of certificates it was admitted the stockholders received 
stock certificates in amounts at least four times the nominal 
valne of the stock surrendered. By March, 1888, there had 
been $45^000,000 in such certificates issued.^^ 

■U. S, Industrial Commission Report, vol. i (1900), ?■ itw- 
■New York. Investigation of Trusts, 1897, p. 3Si|_ 
"New York, Investigation of Trusts, 1S88, p, 43. 
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I 4- The purposes of organisation as set forth in llw 
trust deed were:^* 

1. To proniole economy of administration and to reduce the out ol 
Ttfiniiigp i\ui5 enabling ihc price of augar to be kept » low m U CQii" 
sJ£tent with reasonable proftt. 

2. To give 10 each refinery the benefit of all iLppUoncei and uro- 
cesses known or used by others and useful to improve the qiialitj and 
diminish the cost of refined sugar. 

3. To furnish protection against unlawful combinations of labor 
4- To protect against induccnicnta to Lower ihc ptnndnrd at rctinod 

5^ Generally to promote the interests of the partJea thereto in &I1 Uw* 
fttl and suitable ways. 

No doubt there was a real effort to accomplish the hut 
four objects. Experience has proven, however^ that caitsuj 
other than the philanthropy of the Sugar Trust nuiiia|;efii 
have been active in keeping the price of sugar as low as il 
consistent with reasonable profit. The refiners have coti- 
sistenliy kept the price of refined sugar as high as they 
considered safe in view of the potential fom]Hlition rcEi<ly 
to spring into Ufe at any titne. Jicononiy of aihninistra* 
tion has luidoubtedly been accomplished, an*!, if reports jiroj 
correct, the labor problem has never l>cen a serious one 
owing to the large proportion of unskilled workmen thiit] 
can be used in the refineries.** 

In addition to the statement of the objects i»l ui^iini/.a* 
tion the other leading points in the trust deed were: 

I- The agreement that corporate shartrs nhojld be aurrcndered to K 
board of eleven pcrKOns having specified powers. 

2. The plan that the several corporatinna shnuld mnintnin their >epi- 
rate organisations and each carry on and conduct its own buHinoaa. 

3. That the stockholders surrendering their atork ahould receive cer- 
tificates signed by the board instead of retaining cerlifieatta of ilock 

in their respective corporaliona. Uniform trust certilicatea took the 
place of diversified stock certificate! Each corporMion wai then to 

"U- S. Mouse Report, no. 3112, 50 C. I S,, p, a. 

"New York, Investigation of Trusts, 1897, pp. 444, iifl{K 
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dislribJte the ceriificaUs received among the respective stockholders 
rhc proportion that each one's stock bore to the capital of the 

4. The profils of each cnmpnny were to bt made over in the form 
of dividends to the Board of Trustees, who were to distribute them 
proportionately among the holders of the Trust certificates. In this 
way the stoclcholders of a company tnaking no profit would receive a 
share of the profits of other companies should any be made. 

5, As a rcEuJt of the whole proceeding, the board became the holder 
of all the stock certificates of the companies embraced within the 
agreement, at the same time being charged with a trust in favor of the 
former stockholders or their assigns, as set forth in the certiticates 
which refer to the provisions of the trust deed." 

In view of the powers granted to the Board of Trustees^ 

it is interesting to note the statements of Trust represeii- '■ 
tatives in investigations as to their use of such powers. | 
One said that the Trust never had any books that he knew 1 
of except a certificate book and a transfer book'* There 
was no casli book because it was not intended to have any 
casli- Mr. H. O. Havenieyer said the board had no regular 
place of meeting, were never all present, kept no minutes, 
took no action. They had a president, however, Mr. T. A. 
Havenieycr, and a secretary, Mr. John K Searles. To Mr. 
H. O. Havemeyer's recollection no votes were ever takcru 
The substitute for regular miiuites consisted of memoranda 
that Mn Searles and other gentlemen kept. Their powers 
were simply advisory and consultative. Even the purchase 
of new refineries by the board was not formally discussed in 
meetings. The new refineries were acquired by Mr. Searles' 
finding out for how much they could be purchased and then 
obtaining the consent of the different members of the Board 
of Trustees. Tliey finally met to authorise the purchase, 
Mr. Havemcyer contended that competition was not to be | 
lessened. Tlic board was to advise refiners as to what lines ' 
of credit they were to extend to customers, but not to 
advise them as to what prices they were to sell their pro- 

"U. S. House Reporf, no. 3112, 50 C.» i S-, pp. 3-5. 
"•/feid., p. 27. 
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ducts at, nor as to what they were to pay for raw matorial 
I Mr. Parsons, one of the trustees of tlic Sugar Hcfuicritts 
■ Company, stated that when a refinery made profits, instead 
of distributing tliem among its own certificate lioldcrs it 
turned them over to the trustees, by whom they are appor- 
H tioned among the whole body of certificate holders, Mr 
" Parsons agreed with Mn Havemeyer in siaiinfj that lmcIi 
_ corporation elected its own officers and managed it?i own 
P business, and that if any refinery ahoiild decide to cIom 
down there was nothing to prevent its ceriificaie hotdcrA 
from sharing in the profits of the other refineries. Rcdrcsi 
could cume only through the courts and not Ehrou(,fli the 
contract, ^^ Facts indicate, however, that the trustees ex- 
ercised much more real power than is iniplini hy ihcac 
statements. 

§ 5. The number of stockholders in the original Sugar 
Trust, or in the later American Sugar Refining (.'onipany, 
has never been large. According to Mr I'', li Thurbci'i 
forraeriy of the Wholesale Grocers' Association, llicrc were 
at first just twent)'-sevenJ*' By the time of the renrganl- 
zation in 1891 this number had increased tn over ihrcc 
thousand By 1897 it had gn.'wn to over nine thousand, 
and the number to-day is over fourteen ihousand. The 
stockholders have had httle to do hi shaping the poticici 
of the company, as the settled plan of the dircctorf* hai 
been to withhold all information from llif sl*H:k]nddcrH und 
others Lhat is not called for by the stockholders in a hody. 
So far no request for information has been made in the 
manner prescribed by the directors, Dislrihiitioii of j*tock 
has not meant distribution of coutrol. and ever *inct' the 
organization of the Trust, when the few thought out the 
many, coiilrol has been in the han<ls of ihc ilircclora, 

§ 6, The attempt to control the outturn of refined AUgar 

"Statements made before commilt^p appc^inTrd (o InvCitiffnU IrUttI, 
1888. U, S- Hou^e Report, no. 2ii2. $0 C-, I S- 
"Umled Slates Export As&ociatfon, "Ba»ic FacU," p, 5. (Nrw' 
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at that time was oiily temporarily successful. The first 
organization had not yet developed any comprehensive 
scheme for the control of raw material or for the sale of 
the refined product. Hence the only power they had was 
such as came from having taken in the greater part of the 
producing capacity of the country. Aa soon as the remain- 
ing independent plants could expand their capacity or new 
plants could be started, the old competitive regime was 
again in full force. A study of prices and outturn just 
before and immediately following the organi7ation of the 
TriTSt shows thai the average annual difference between the 
price of centrifugal sugar and that of refined, made up 
from monthly averages, was, in tR86, .698c-, and in T887, 
.685c. In 188S this margin increased to T.242C., and in 
1899 to T.252C. But in tSqo it again dropped back to 
7060-*"^ The cause of the reaction in 1890 is to be found 
in growing competition. The aim of the Trust stockholders 
was to keep supply within demand in order to insure a ■ 
margin of profit for themselves. Hence, in 1888, although 
their capacity was 34,000 barrels a day, they produced but ^ 
23,043 barrels daily. In 1889, with much the same capacity, H 
they produced at the rate of only 19.915 barrels a day. In 
1S90, with the lowered margin, the Trust averaged 22,748 
barrels, with several refineries closed. As against this re- 
strictive policy of the Trust the action of the independents 
should be noted. In 1888 they ran full capacity, with an 
average daily production of 8,677 barrels, and again in 1889 
they ran to full capacity, with an average of io,iri barrels. 
In i8po they did not run to full capacity. This was prob- 
' ably due to the reduced margin on refined sugar, which was 
the result of the new policy of closest competition instituted fl 
by the Trust, 

§ 7- Legal difficulties soon confronted the Trust, On 
April i6» 1888, certain parties in the State of New York 
petitioned the Attorney General of the State to bring suit 

*^Scc Appendix, prices of rn^ and reRned sugar. 
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against both the North River Sug-ar Refining Company, 
which had been taken into the Trust, and against the 
"Sugar Refineries Conipauy." It was claimed in the 
former case that the North River Sugar Refining Com- 
pany was surpassing its powers in delegating ihcni to 
another body, and in the latter that the *'Sugar Refineries 
Company/' while unincorporated under the laws of the 
State, was assuming corporate powers in the following 
ways: in having a corporate name; in having a common 
seal; in contracting obligations in such name; in making 
by-laws; in having perpetual succession; in holding meet- 
ings and electing officers ; in acquiring property and hold- 
ing it by succession; in issuing negotiable certificates of 
stock; and generally in exercising a monopoly in the pro- 
duction of sugar, and that such monopoly was a public 
nuisance. ^^ Action was brought and finally, in November, 
18S9, the general temi of the Supreme Court in the State 
of New York handed down a decision confirming the order 
of one of the lower courts annulling the charter of the 
North River Sugar Refining Company. The grounds for 
the decision were chieily two ; first, that the combination 
made by such a trust was void as a monopoly, and as a 
virtual conspiracy to hold up prices and to destroy compe- 
tition; second, that a corporation could not surrender entire 
control of its franchise to another body. This decision 
was upheld by the Court of Appeals, and this led the 
"Sugar Refineries Company" to reorganize in January, 
1891, as a single corporation under the laws of the State 
of New Jersey and under the name "The American Sugar 
Refining Company;" $50^000,000 capital stock were author- 
ized. $25,000,000 of which was 7 per cent cumulative pre- 
ferred and $25,000,000 common ; $10,000,000 of 6 per cent 
bonds were also authorized, but never issued. 

§ 8. In addition to the four independent companies in 
existence in 1887 two new plants were started Glaus 
Spreckels came east from the Pacific Coast to fight the 

"Uiiited States House Report oa 311^^ 50 C, i S., p. 207. 



44 



The Sugar Refining Industry. 



Trust on its own grounds. He located his refinery at 
Philadelphia, and in December, 1889, was ready for pro- 
duction. By February of the next year he was producing 
at the rate of 1,500 barrels a day and by the close of the 
year his outturn was much gfreater. When running full his 
capacity was 3,000 barrels a day, Claus Spreckels was 
evidently the competitor most feared by the Trust. In Feb- 
ruarj^ 1S91, the Baltimore Sugar Refinery was also ready 
for production. Thus there were in all six independents/ 1 
with a total capacity of 15,400 barrels daily. ^" As a result 
of their continued and increasing activity the per cent of 
sugar refined by the Trust declined from 72,7 in 1887 to. 
66,3 in 18S8. In 1890^ owing to the narrowed margin 
which caused a smaller outturn on the part of the inde- 
pendents, the Trust product again increased to 67.7 per 
cent. This comparative decrease in the proportion refined 
by the Trusty however, does not signify that it was not 
able to compete successfully with the independent refiners, 
but that it was definitely trying to control prices by limit- 
ing the production while the independents were profiting by 
the increased price of refined sugar and by their being 
under no obligation to co-operate in maintaining conditions 
which rendered a continued margin of increased profit pos- 
sible. 

The advent of Mr. Claus Spreckels into the eastern sugar 
situafion is interesting because of his relation to one of the 
great sources of raw material and because of the power 
that relation gave him in competing with the Trust. On 
the formation of the Trust Mr. Spreckels had been invited 
to become a member, but had refused. Thereupon the 
Trust, through the agency of its San Francisco refinery,** 



"Sec Appendix, p. 117. 

"The American Sugar R<;;fining Company, Havemeyer and EJder, pro- 
prietOTs. This corporation was not transferred to, but was virtuaJly 
wnder thi^ spme managemcnl, and is gentTally inchifli^d in the list of 
refineries taken into the Trust WilleCt and Gray, j4naiysis Sugar 
Trust, Feb., iStjr. 
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bc^an to fight him. It was then that his power to draw on 
his own sources of raw material stood liini in good stead. 

Duritig tlie sixties he had gone into Hawaii and had 
begun to buy up sugar plantations. He used every means 
in bia power to gain control of the sugar production there, 
and had succeeded so well that long before 1887 he was 
known as the Sugar King of ibe Sandwich Islands. In 
1877, through political manipulation, he secured from the 
government, for a trifling rent, water privileges which made 
productive large holdings of his in the plains of Central 
Maui. In 1882 he obtained a grant of 24,000 acres 01 
Wailiiku Crown lands. By the time of his struggle with 
the Sugar Trust he owned in all about 40.000 acres of 
Hawaiian land. Of all the sugar produced in the island at 
that time Mr. Spreckels controlled nearly one-half of the 
annual output, or about 50,000 tons. 

In addition to having such large sources of raw material 
he also had an interest in a steamship company operating 
from Hawaii to San Francisco. This gave him transpor- 
tation facilities, and these advantages, together with the 
large fortune he had accumulated in the sugar business, 
enabled him to compete successfully with the Trust until it 
finally bought him out at his own price-^* 

§ g. Before the struggle between the Trust and the 
independents, with Mr. Spreckels as the most important, 
was ended, two years of severest competition were passed 
through. From December, 1889, when Mr. Spreckels had 
his Philadelphia refinery practically completed, until March, 
1892, the average margin between the price of raw sugars 
and that of refined varied from .828c. per pound to .72c, 
per pound. This margin was but little larger than that 
prevailing during the years preceding the formation of the 
Trust. Had not certain other factors entered to lessen the 
intensity of the competition, conditions more injurious to 

"^See United Stages Report of Committpf on Foreign Affairs, i8p4, 
vol. 2, p. 14s et seq., for account of Mr. Spreckels in Hawaii. 
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the industry than those existing from before 1887 may have 
resulted- One of the most important counteracting in- 
fluences was the change in the tariff schedule by the Mc- 
KitiJey Act of 1S90. 

This caused a fall in price of 96° centrifugal sugar from 
an average in 1890 of 5.451c, per pound to an average ot 
3.863c- in 1891, and a decrease in the price of refined sugar 
for the same time from 6- 171c, to 4,691c. This reduction 
in price resulted in an unprecedented increase in the amount 
consumed. In 1890, 1,522,731 tons, or 54.56 pounds, per 
capita were consumed. In 1891 the amount was 1,872,400 
tonS/ or 67.46 pounds, pex capita. This was an increase 
over the previous year to 22.96 per cent in the total con- 
sumed and 23.6 per cent in the amount per capita, nearly 
four times the average annual increase for the twenty years 
tSSi to 1901.^^ This was instrumental in increasing the 

"The following table will make clearer ihe relation of the McKinley 
tariff to COD sumption of sugar in this country, and consequently to the 
demand for the product of the refiners: 

COMSUMPTION OF SUGAR Itf THE UNITED StATES, 1B81-I906. 

{From Wiitett and Gray's Statistical Trade Journal.) 
January 2^ 1302, and January 3, 3907. 



Year 



TonsoE 
pounds 



aver dtb- 

vJqus ye&f. 

Per Cent 



PoundA, 
Per Capita 



InireasD 
over vte- 
vioua yen*. 
Percent. 



1881 993-553 .. 44.2 

18S2 i,oOi,220 6S 448 

1883 i|i7ci,375 JO-3 S'-r 

1884 1,255,366 70 Si-o 

1885 it2S4,ir6 0.14 49.9s 

18S6 1,355-809 8-1 1 52.55 

1887 1,392,909 273 53." 

18S8 1457-264 4,52 54.23 

1889 M39.701 <'2i* 5264 2,9* 

1890 1.522,731 5.80 5456 3-6 

l8gi 1372.40D 22.96S 6746 23.65 

'Decrease. 

gWillett And Grny estimated Itie population for ISOl to be Q2, 172,000. and 
ISQD to be 62,517,000, Tbla afcounta for tbe dlscreponi^j In perceatflges. 



The OrgamsQtion and Growth of the Sugar Trust. 47 

tnargin of i8gr over that of i8go in spite of the competi- 
tion and it also enabled the Trust fo continue large divi- 
dends on its largely increased capitalization. 

^ JO, March, 1892, closed the first period of competition 

i"ndergone by the Trust. It had been brief but severe and 

^as ended by the only logical means then available. That 

Was to buy out the competitors. At that time it purchased 

controlling interests in the plants of%, C. Knight & Co., 

of Philadelphia, valued at $800,000; th^Franklin Su^r 

'^^fining Company, owned by Harrison, Frazier & Co.» 

^CMlhe Spreckels Sugar Refining Company, both located 

.^ Philadelphia and each valued at $5,000,000. and the 

^c'aware Sugar Refinery, owned by B, H. Howell, Son & 

^**-, also of Philadelphia, valued at $96,000. The Trust 

^^So purchased a large proportion of the capital stock of 

"^^ Baltimore Sugar Refining Company, of Baltimore, 

If^^Tyland. In order to do this an increase of $25,000,000 

'^" capital stock was authorized. Of tliis amount $23,546,- 

« a jjo over pre- Pouod^. over pre- 

°** ^ZI.riL vioua year. Pci Capita vicma yeiir, 

pouort^ Per tint Per Cent 

i803 1,853,370 I.I02* 63.76 5,5 

1893 I,9as362 2.83 63.83 i.i 

1894 2,012714 S-oS 66.64 4-4 

1895 li949J44 3-27* 64.23 3,0* 

1896 1,940,086 0-S3 60-9 5,2* 

jSg? 2.070,978 6-79 63.5 4-3 

1^ 2,002,002 3.2g* 60.3 5-0* 

1899 2,078.068 3,7s 61.0 I.T 

J90Q 2^19,847 6.82 66.6 9.2t 

1901 2.372Ji'5 6,87 69-7 4.7 

1903 2,566,108 8.169 7^ 4-^ 

1903 2,S40Ai3 a642* 70.9 a.6* 

I5CM 2,767,162 8,531 75-3 6-S 

igos 2,632^16 4876* 70.S 6.5* 

T906 2^/313 8.806 76.T 7-9 

Average anmial increase twenty-five years 7.53 per centi 

"Decrenae. 

fFrom United atatfls Depflrtnxent of AgrtcnltoreYflur Book, IS&fl, pp, 722. 
j^Baeed on oonsumptloD of IMl alone. Tbe average soDiial rticreiiBe Id 
b *^i>DftmnptIOD OTer prcvlouB jcfins 1b 4,4T7 per cent. 
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ooo were issued in exchange for the new refineries. This 
practically eliminated competition again, because, though 
there were two companies not in the corporation — the 
Revere Sugar Refining Company, of Boston, and Western 
Sugar Refining Company, in California, which had been 
formed in 1891 by the combination of the American Sugar 
Refining Company, of San Francisco, owned by Havemeyer 
& Elder, and the California Sugar Refining Company^ 
owned by Spreckels, yet the owners of these companies 
were stockholders in the Trust and ran their refineries in 
harmony with it This gave them at least go per cent of 
the control. The only competition that remained was that 
of the semi-refined Louisiana sugar, amounting to 100,000 
Jtons annually, which went into direct consimiption. The 
ftotal capacity of the refineries working in harmony in 1892 
[was 49,500 barreU daily. This was equivalent to an 
'annual capacity of 2,121,300 tons, or 4.752,000,000 pounds. 
As this capacity was not equaled by the consimiption of 
sug-ar in the United States until tqoo. eight years after- 
wards, one can see what an immense advantage this added 
power of hniitin^ production was to the Trust 

The subsequent history of the American Su^ar Refining 
Company has been one of attempting to extend control in 
the industry and of trying either to crush out or to bring 
into harmony interests that could not be brought under 
direct management- A second monopoly had scarcely been 
secured before new competition sprang into existence so 
determined that before it was overcome the life of the 
Trust itself was threatened. On April 11, 1892, imme- 
diately after the purchase of the competing plants, th' 
margin between the price of 96"^ centrifugal raw sugar an<J 
that of refined sugar was 1.025c., almost double what it 
had been during the period of severest competition. The 
average margin for the entire year 1892 was 1.035c. and 
for the following year it was i-iS^c. per pound *^ As 2r 
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"Willett and Cray, SMgar Trade lournal, Dec. 37, igoo. 
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result of the magnificent profits being made at these figures,, 
other refineries were started. In iSgi Cunningham & 
Miller, of Sugar Lands, Texas, erected a refinery of 6cx) 
barrels daily capacity, and Henderson's refinery, with a 
daily capacity of 300 barrels, was also erected the same 
year at Ncav Orleans. In 1892 Mollenhauer, of Brooklyn, 
completed a refinery of 1,800 barrels capacity, and in 1893 
the Howells put up a 2,000 barrel refinery at Yonkers and 
Mr, McCahan another at Philadelphia, also with a capacity 
of 2,000 barrels, Thus the nominally independent capacity 
by 1894 was 6,700 barrels daily. It is claimed that com- 
petition was prevented between the Tnist and the in^Jc- 
pendents by common interests and mutual ownership, but 
the reduction in the margin from I-153C. per pound in 1S93 
to .88c. in 1894, or a decrease of over ]/^c., indicates that 
the opposition was real, even though the independents held 
stock in the Trust 

This reduction indicates that no agreement existed at 
that time. Later, in 1896 and 1897, some understanding 
must have existed. That there was is stated by the Com- 
mercial and Financial Chronicle. Vol. LXVII, page 632, 
when it suggests that the understanding between National, 
the Mollenhauer and the American Sugar Refining Com- 
panies might be '*resumed/'^* The New York Journal of 
Commerce also refers to this agreement- 

§ Ti, The period of severest competition was that in 
which Claus Doscher and Arbuckle Brothers took part. In 
185S Arbuckle Brothers had started a wiiolesale grocery in 
Pittsburg. In 1870 they began business in New York and 
made a specialty of roasted coffee, They had invented a 
machine for packing their coffee in one-pound paper bags 
or packages, and by means of extensive advertising had 
made package coffee very popular. It occurred to them 

"Mr J. N. Post, a partner in H. B. Howell's Son & Co., stated 

that lie sold Mollenhauer and National Sugar Refining Co/s sugars. 
New York, hvcsttgation of Trusts, iSg?, pp, 309-312, 
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that selling sugar in the same kind of packages would aUo ; 
be profitable, and as the machine was suitable for either pur- [ 
pose they began to sell sugar in the same way. They 
secured their material from the American Sugar Refining 
Company and then put it in their own packages. Things 
went well for a time until the Arbuckle sugar trade became 
too prosperous to suit the Trust Then the Trust wanted 
to purchase the patent used by the Arbuckles in packing 
sugar. Arbuckles refused to sell and decided to build a 
sugar refinery of their own. When the Trust officials heard 
of this they tried to dissuade Arbuckles from carrying out 
the plan. Failing in their attempt, they purchased 1,740 
shares in the Woolson Spice Company, of Toledo, Ohio, _ 
paying $1,905,000 for them, and went into the coffee busi- I 
ness to compete with Arbuckles on their own grounds, 
Arbuckle Brothers began the erection of their sugar refinery 
in 1896 and began business in September, i8gS. 

When the struggle began between the Trust and Ar- 
buckles there were three great coffee dealers in this countryp 
i. €., Arbuckles, of Brooklyn and Pittsburg; the \V'oolson 
Spice Company, of Toledo, and McLaughlin, of Chicago, 
Arbuckles controlled about one-fifth of the trade. They 
tried to buy out McLaughlin, but failed. The Trust on Its 
part organized the American Coffee Company in New Jer- 
sey with the intention of starting a plant in the eastern field 
to compete with Arbuckles there as Arbuckles' Pittsburg 
plant was competing with it in the central part of the coun- ■ 
try. As a result of this difficulty with Arbuckles the Sugar 
Trust has remained in the coffee business to the present 
time. ■ 

Claus Doscher had entered the original Sugar Trust 
with the Brooklyn Sugar Refining Company. In 1897 he 
started another refinery independent of the Trust A strong 
effort was made by the Trust interests to dissuade him 
from his purpose, but to no avail. He gave as his reason 
for carrying out his plan that he wished to establish his 
sons in the business. Several of the Doscher family were 
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at that time holding responsible positions under the Trust, 
I but were at once discharged. This new refinery was started 
^ft in 1897 and completed in 1898. With tlic advent of these 

^^ two new plants there were nominally seven independents. 

.In 1895 the United States Sugar Refining Company had 

been established at Camden, New Jersey, and capitalized at 

I $2,000,000, but the Trust bought it shortly after it was 
completed. This refinery was never opened, but was sold 
in 1905 to manufacturers of cereal foods. Later events 
have shown that this plant had been built on purpose to 
sell 10 the Trust, Of the seven nominal independents the 
outturn of the two socthem refineries was so small as to be 
almost a negligible quantity. Howells, the National, 
McCahan and the MoUenhauer Sugar Refining Companies 
were in harmony with the Trust. Thfs left the Doschers 
and Arbttckles as real competitors, and of these, Arbuckle 
^ Brothers were by far the most formidable and determined. 
^M It will be unnecessary to go into details concerning this 
' struggle. The Aruerican Sugar Reftning Company was 

i cutting the price in coffee as Arbuckles were cutting it in 
sugar. The margin in refining fell from -946c. in 1S97 to 
-730c. in 1898 and to .500c. in 1899. In T900 it rose again 
to -754c,, but it was not till 1901 that the average annual 
margin was back to .903c. As the averages show, 1899 
was the severest year of all. Then many times the margin 
was below the estimated cost of production. Some- 
times it was as low as .34c. per pound. The smaller plants 
made no money and the Trust had to pay its dividends 
partly from its accumulated surplus. During much of this 
I time the MoUenhauer, the National and Doscher refineries 
^P were not running because the margin was not stifficJently 
\ large to yield them a profit. 

I § 12. In June» 190a, immediately after the refiners had 

^1 evidently decided to cease following a cut-throat policy of 
"competition, three plants, MoUenhauer, of Brooklyn; the 
National, of Yonkers, and the New York Sugar Refining 
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Company, of Long Island City, controlled by Glaus Doscher, 
united under the one name of The National Refining^ Com- 
pany of New Jersey. Mr, J, H. Post, F. D. and H, F. 
Moilenhauer. F. H. Howell, G. R. Bunker. Clans Doscher 
and H. D. Casey became directors. They issued $20,000,- 
000 stock, one-half preferred and one-half common. By 
this combination a capacity of 10,000 barrels a day was 
united. Soon the new organization was working in entir*] 
harmony with the Trust This left only Arbuckle Brothers 
as real independents. By the new National combination 
the Trust interests were increased to a total capacity ofl 
over 60,000 barrels a day. 

Before the conflict was over the losses to the refiners and 
hence the gains to the public amounted to many millions. 
The statement of the Trust for the year 1897 showed that] 
its assets had shrunk Si5*ooo,ooo. Of this amount $7,023,- 
920 went as dividends. Hence, up to the beginning of 
1900, the loss to the Trust alone must have been close toj 
$10,000,000.^' The losses of the independents could notj 
have been much less, and as compared with their capitali-| 
zation ajid cost of production they must have felt their^ 
losses much more severely than the Trust. This at least 
was true during the early part of the struggle. Then the 
Trust was the aggressor, Biit about February, 1900, the 
Trust began to weaken and the independents took the 
aggressive. At first their policy had been to meet what- 
ever advances should be made by the Trust by advances oiil 
their own part, and if, on the other hand, tlie decline should 
become too great, to close dowm. But toward the last the , 
independents ceased to meet the prices set by the Trust.^] 

'Sec Louisiana Planter and Sitga^ Manufacturer, New Orleans. WarJ 
3ij TQOO, II is difficult to ascertain accurately such items as these 
mentioned. The statement given is tentative, rather than as actually 
true to fact. 

*Sec Sugar Trtide Journal, Feb. r, igoo, "A- S, R, C. advance pnceq 
5c- per 100. Independents do not follow." The Sugar Tradf Joumat. 
for Mar. 20, rooo, records Arbuckles' unprecedented cut in prices. 
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By the i5t of Mardi, 1900. tlie Trust liatl evidently given 
up hopes of forcing the Arbucklc Brothers and the IJosch- 
ers out of business. This marks tlic beginning of a iK>»i' 
bility of a settlement among the refiners. 

§ 13, It was some time in May, 1900,*' before a marked 
change in prices was noted. Whether a specific agreement 
wa5 made at that time is not known, but it is cerlain that 
so far as cane sugar refijiing is concerned there has been no 
severe struggle since. It is probable that Arbuckles arc 
still independent Reasons for thinking lliis arc derived 
from several circumstances. In the first place, Arbucklcj 
have shown undoubted independence in the fixing of prices 
of their product* such prices being dictated by couBidcra- 
lions of relations of stock on hand to the demand rather 
than by any deference to Trust prices. Secondly, cvcti ai 
late as July, 1905. Arbuckles issued a statement aft follows: 
"Since our leading competitors continue rebating to the fa- 
vored few, wc will on September i forward rebate checks to 
all jobbers who have purchased or ordered our 5Li|(ar from 
us on contract between July 26 and August 31/*" Third : 
Arbuckles have had special terms of sale for the States of 
Ohio and West Virginia. This fact riigbt indicate a terri- 
torial division among refiners^ but the fact that atigar from 
all the different refining companies is sold in those States 
seems to prove that such is not the casen Fourth ; Certain 
wholesale grocers in Ohio during the year 1906 Ijrought 
action against the Wholesale Grocers' Association in that 
Stale, in the belief that they were attempting to control 
prices and were working with Arbuckles aa against the 
Trust. 

g 14- The settlement of this sugar war did not end 
competition for the Trust. Keithcr did it give the Trus* 
the power to prevent new competition from springing into 
existence. The various methods used by the Trust in trying 

"Willctt & Gray, Sugar Trcde Journal. May 24, iijoo, 

■/fti'd., July, 190S. 
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to prevent competition will be discussed in a later chapter- 
As has been seen, even in the refining of cane sugar new 
plants were being erected continually, and with each new 
plant an additional burden was being added to the Trust. 
The aim of the Trust was to keep supply within demand 
and thus insure a comfortable margin for the refining in- 
dustry. But whenever this margin became large enough 
to insure profits to the small producer, capitalists were not 
lacking who were ready to venture into the business. Those M 
who went into it for profit took advantage of the Trust's 
policy and ran full capacity^ thus getting the benefit of the 
policy without bearing the burdens. Through the changes 
brought about during the sixteen years of the history of 
sugar refining, from 1887-1903, by additions to the Trust 
and combination of plants within it, and by the organiza- ■ 
tion of new companies, the status of the industry in the 
latter year, beet sugar refineries excepted, was as follows; 

Havemeyer & Elders, Brooklyn rs^oo 

Matthiessen & Weichers, Jersejr City 4>5O0 

Standard Refinery, Boston 4,000 

Franklin Sugar Refinery, Philadelphia , . 7,000 

SpreekeTs Sugar Refinery, PhrladdphJa .-,.., ^,5^0 

American Sugar Refinery, New Orleana 7,ocxi 

Western Sugar Refining Company (H), San Francisco 1^50 

TotaJ active plants A^^S^ 

Greenpoirit Refinery, Brooklyn 3,00O-^| 

Portland ReRnery. Portland, Me Soo 

St. Louis Refinery, St Louis, Mo X.OOO 

Baltimore Refinery, Baltimore, Md 3iOO0 

Camden Refinery, Camden, N. J 3,000 

Total inactive plants 9JO0 ^ 

Total Trust S2-3SO 
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Naibnal Sugar RefiniDS Compacy, Brookljn 3/x)0 

Yonkers 3flOO 

Long Island City AfiOa 

10,000 

Arbuckle Brothers Refinery, BrooWyn , , _. , 4<000 

W. J. McCahan Sugar Retining Company, Philadelphia ijoco 

-Revere Sugar Refining Company, Bostoa 1,200 

W. Henderson. New Orleans 1.000 

F. R. Cogswell, New Orleans 300 

E. H. Cunningham fr Co., Sugar Lands, Tex, ,,.-,,, 500 

California and HawaiiaA Sugar Relying ComFiany, San Fran- 
cisco 1,500 

-Western Sugar Refining Company (^A), San Francisco 1,350 

Graraercy Sugar Company, New Orleans 1,000 

-Federal Sugar Refining Company, Yonkers SOO 

Fcnua. Sugar Rd^niitg Company, Philadelphia ,.,,...,....... 3,500 

Total oon-trusl 27^50 



In addition to these companies the Amorican Sugar 
Refining Company of New York was incorporated at Al- 
bany, November 14, 1901, The capital was $3. 500^000, 
divided into 35,000 shares. This was subsidiaiy to the 
American Sugar Refining Company of New Jersey, the 
latter acting as a holding company, owning all the securi- 
ties of the New York corporation. This company is not 
mentioned in the above hst because it did not involve the 
building of new plants and was merely the instrument of 
the Trust for more conveniently carrying on its business. ^^ 

§ rs- Harmonious relationship brought about by stock- 
holding in the different companies by prominent Sugar 
Trust stockholders justifies some revision of the above state- 
ment. Of the 50-called independents it is generally recog- 
nized that the National Sugar Refining Company, formeJ 
in 1901, the Revere Sugar Refining Company, of Boston; 
the Western Sugar Refining Company, of San Francisco, 
and the Federal Sugar Refining Company^ in which Claus 

^Sugar Trade Journal, Oct. 24, rgoi. 
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Spreckels hat! a large interest, which has since been en- 
larged to a capacity of about 4,000 barrels a day at its 
Yonkers plant and has also organized a $6,000,000 refining 
company in Canada, were m harmony with the Trust, and 
the others were not strongly antagonistic. This made the 
real Trust control at that time 69,490 barrels out of a 
total of 80j20p_b.arrels daily capacity, or 86.5 per cent. The 
probabilities are that in 1903 the amount controlled, either 
directly or through stock ownership, by prominent Sugar 
Trust officials was several per cent higher than thJs. Mr, 
Havenieyer estimated before the close of the sugar war in 
1900 that even then the Trust controlled 90 per cent^" o£ 
the outturn, and it is not likely that imder more favorable 
conditions that they were unable to control as much. Since 
T903 the only new competition that has appeared has been 
that of the Sugar Factors Company, of Hawaii, which has 
purchased a refinery in California and is now refining sugar 
independently of the Trust Further reference to this com- 
pany will be made when the Hawaiian sng-ar situation is 
considered. 



1 



•*U. 5. Industrial Commission Eeportj vol. i, p. i(A See also Louisiana 
Planter, Aug. 12, 1899. 
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§ I. The control of ilic refining of cane sugar has been 
but a part of the problem with which the Trust lias had to 
deal since 1900, It has been found necessary to branch out 
into several other lines of business activity. With some of 
these it had definitely begun before that time. With others 
it seems that but little was done until a later period. Of all 
its interests the most important were the cofTee industry, 
the cooperage industry, the beet sugar industry, the glucose 
sugar industry and the attempt to control the production 
of raw cane sugar. To the coffee industry but little atten- 
tion need be given, because it is not directly concerned with 
the refining of sugar. The American Sugar Refining Com- 
pany was drawn into the business through competition with 
Arbuckle Brothers, and has remained in it ever since. The 
Trust interests in the cooperage business consist of the 
control of the Brookl}Ti Cooperage Company. It also has 
control of the Brooklyn Transportation Company, which 
does its trucking.^ The control of these local companies is 
one of the means of economy used hy the large conipanies. 
Although important and interesting in itself, further con- 
sideration of it must be omitted in view of the larger tasks 
with which the Trust has been concerned that must occupy 
attention. The control of the beet sugar industry and of 
liie glucose sugar indtistry can be estimated with some 
degree of certainly. It is next to impossible to get infor- 
mation on the control the Trust has acquired in the pro- 
duction of raw sugar, but enough has been said to make 
it pretty certain that more progress has been made in thi5 
^Nfiw York Ez-enins Post, Nov. 16, Tgo6, 
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line than most people think. The growth of control in the 
beet sugar hidiistry will first be traced. 

§ 2. Of the possible competitors of refined cane sugar, 
t. e., maple, sorghum, glucose and beet sugar, the last has 
achieved the most conspicuous success. And yet it has 
been a comparatively late factor in the problem in this 
country. In Europe and in the world market it has long 
held a position of constantly increasing importance with 
reference to cane. This has been largely due to a system 
of bounties that had been organized in Europe under the 
regime of Napoleon I, in 1806. His purpose in establish- 
ing bounties was to cripple England's sugar industry and 
to give emplo3Tnent to French soldiers. The successful 
working of the system in France forced the other Euro- 
pean countries to follow her lead, so that before many- 
years most of them were encouraging the production of 
beet sugar. It was many years, however, before beet sugar 
became an important item in the world problem. In 1853- 
1854 the total production of the world was only 201,000 
tons, or about 14. i per cent of the total sugar outturn of 
that year. From that time until the Brussels Convention, ■ 
which went into effect September i, 1903. it increased until 
it formed the larger per cent of the total production. The 
average per cents for five-year periods from 1853 to the 
present have been :^ 



I 



Per 

Years Csnt 

1853-1858 16.6 

1858- 1863 23.1 

iS63-i8f8 28.S 

1BO8-1873 ^i 

1873 1878 41.8 



Ybem Cmt 

1878-1883 46.7 

i8S3'i8aS 47.8 

1888-1803 54.3 

iS93-i8g8 587; 

1898-1903 6o.fi 



This increase in per cent represented an actual increase 
from 201,000 tons annually in 1853-1858 to 6,653,518 tons 
in 1901-1902^ the maximum year immediately preceding 

'Statistics for world sugar production taken from United States Dept 
of Agriculture, BuUefin no. 30, pp, 11, 12. 
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the Brussels Convention, In America the course of beet 
production was much more tardy. This was due partly to 
the fact that this country had an abundant supply of raw 
material of cane sugar at hand from the West Indies, partly 
because other industries paid so well that there was but little 
incentive to beet culture and partly because the United States 
Government m its efforts to promote home g^own sugar 
paid little attention to sugar beet culture and until the 
eighties attempted to make successful the growth o£ sor- 
ghum as a source for the raw product. 

§ 3- Until 1879 the history of the American beet sugar 
industry is a record of failure. The first experiments were 
made in 1S30. There is no record of the quantity of sugaT 
manufactured. In 1838-1839 David Lee Childs conducted 
small works at Northatupton, Mass., and made i|30O 
pounds of sugar. Then he discontinued the manufacture. 
There is no record of further attempts till 1S63, and from 
that time until 1876 a number of failures occurred in Cali- 
fornia, Illinois and Wisconsin. The first factory in Cali- 
fornia was erected at Alvarado. These works were oper- 
ated until 1873, when they were removed to Santa Cruz 
Count/, that State. This plant was abandoned about 1880. 
Alvarado later became the location of another factory,, 
which was the first successful one in the country. The 
Alvarado experiment was important in that it encouraged 
the beet sugar industry throughout the United States. 

In 1879 there were four beet sugar factories in opera- 
tion. Of these, two were in California, one in Maine and 
one in Delaware. Before 18S7 the annual production was 
but little over 600 tons. In 1888 it increased to i ,910 tons, 
and from that time to the present has shown a rapid increase, 
until in 1906 the consumption was 300,317 tons, or 672,- 
710,080 pounds, produced from fifty-three plants located 
largely in the Western States and in Michigan.^ As com- 
pared with the total consumption of the United States this 

'Sugar Trade Journal, Jan. 3, 1907. 
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was very small, less than 1 1 per cent, but the possibilities of 
beet culture in this country made it desirable for the Trust 
to obtain control. Unlike the culture of cane, which is 
confined almost exclusively to the State of Louisiana, beet 
culture is possible in a broad belt 200 miles wide extending 
across the entire continent. It includes portions of the 
States touching the Great I-akcs and extends westward 
through Minnesota and Iowa into the Dakotas, thence 
southward through Nebraska, Colorado and New Mexico, 
and then includes practically all the Slates of Washington, 
Oregon, Idaho, Utah, California and Nevada. Such possi- 
l>ilities in raw material opened a rich field for future activi- 
ties by the Trust. 

§ 4. The situation in M-hich the refiners found them- 
selves in 1901 cannot be better expressed than by a quota- 
tion from the Sugar Trade Journal In the issue for 
October 7, 1901, it says: 

^'To-day a surprise awaited the trade In the western sections of the 
coanir> when the quoialioiis by the American Sugar Refining Company 
were reduced to yAc. per pound for points along ibc Missouri River, 
wbich at present i^ the largest market for the beet ^ugar produced in 
the Far West The notable feature of this ttiovempnt is that the quota- 
lion is on a level with the parity of raw beet sugars on the present 
basis of 3^c. for cane centrifugals. In other words, it wonld seem 
that the refined sugar interests of the country feel cotnpelled to pro- 
lect their interests to such an extent that the domestic beet sugar 
industry may not make any larger profits on the making of refined than 
would come to them from the manufacture and sale of raw sugar. We 
have always taken the stand that the manufacture of raw sugar for sa!e 
to the refiners was the proper and legitimate business of the beet sugar 
industry in tlie United States, this being the rule in Germany, the 
greatest beet 'Jiigar country of the worTd We have thus foreseen the 
natural result of an attempt on the part of beet suRar interests to force 
the refiners out of their business of such long standing hy turning their 
product into refined sugars in competition with refiners already estab- 
lished, who have no means of securing raw sugars by production, but 
are forced to buy them in the open market." 

This is practically the initial complaint of the refiners 
in the next competition that faced the Trust and independ- 
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cnts alike. This new competition was the more serious 
in that the beet sug:ar men had taken advantage of the 
^ccoDomJes possible in refining sugar in a single plant at 

: source of raw material. And there exists here as well a 
doe to much of the future activity of the Trust in going 
into the field of production of raw material both in beet 
and cane sugar. 

It is difficult to say who were the real aggressors in the 
beet sugar war The passage quoted indicates that the 
Trust opposed the beet sugar men going into the reftnitig 
business. The beet sugar men saw in the cutting of prices 
an attempt on the part of the Trust to kill the beet sugar 
business in this country. They pointed to the fact that the 
Trust had recently increased its capitalization $15,000,000. 
with the reported purpose of entering the raw sugar fieldi 
in Cuba and Porto Rico. They also pointed out that the 
Tnist interests were flooding the country with pamphlets 
intended to stir up public sympathy with the unfortunate 
Cuban to the extent that sugar would be admitted free of 
duty. They claimed that it was not the Cuban, or the 
American either, that the Trust was trying to help, but that 
it \vished free raw sugar for its own interests. The beet 
sugar and the refiners' papers were both active in attempt- 
ing to influence public opinion, while the Cuban recipnwity 
bill was under discussion. The competition became so 
serious that beet sugar was shipped into and sold in the 
centers of cane refining districts. At some |)oints in the 
central part of the countrj' where the Trust tried to com- 
pete by cutting prices the beet sugar men gave nrders to 
their agents to buy up all the sugar that was offered at low 
figures, Tlie Trust refused to sell unlimited quantities to 
single purchasers and soon raised its prices. 

But, like the other troubles the Trust had encountered, 
this last was settled by the Trust harmonizing the interests 
of its competitors with those of itself. Suddenly the oppo- 
sition of the American Beet Sugar Company to the Cuban 
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reciprocity treaty ceased. The Trust had bought a con- 
trolling interest in the beet sugar companies, and was a^ain 
ready to turn its attention to other problems. 

§ 5. Before the Trust entered the field several impor- 
tant companies had already developed large interests. The 
four factories in operation in 1879 had increased by 1893 
to six and by iqoo to thirty-one. Of these the ones under 
the control of the American Beet Sugar Company, men- 
tioned above, were the most important This company had 
been organized in 1899 and united the Oxnard interests in 
factories located at Grand Island and Norfolk. Nebraska, 
and at Chtno and Oxnard, California. These four fac- 
tories had a total beet capacity of 3,700 tons per day. 
During; the following year this capacity was increased to 
4700 tons by the building; of a 1,000-ton plant at Rocky 
Ford, Colorado.* When organized the American Beet 
Sugar Company issued $5,000,000 6 per cent preferred 
stock and $15,000,000 common.^ The new Trnst also 
purchased 7,500 acres of land near its refineries in Cali- 
fornia, and Mr. Oxnard stated that it had purchased 
80,000 acres in the Arkansas Valley, Colorado, for further 
development.^ The other important plants were those 
controlled by stockholders in the Sugar Trust Mr. 
Spreckels had interests in the Western Beet Sugar Com- 
pany at Watsonville, California, with a capacity of t,ooo 
tons, and in the Spreckels Sugar Refinery, 3,000 tons, at 
Salinas, California. The remaining plants were small, 
crushing from 200 to 500 tons daily; 300 tons seems to 
have been in times past the favorite sized plant among beet 

*A circular Issued by the American Beet Sugar Company, Jan. £0, 
1906. nmits the name of the factory at Nnrfolk, Neb., and gives that of 
another at Lamar, Colo, The total capacity is approxiniately the same. 
The company owns 10,000 acres in the Arkansas Valley, Colorado. 
During the season igo6-07 145,000,000 pounds of sugar were produced. 
Sec Commercial and Financial Chronicle (1906), vol. 8z, p. STO- 

^Ibid., Feb, II, 1E99. ^ 

'Ibid., Aug. 3, iQor. 
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sugar men. Those .best acquainted with the industry state 
that 600 tons seem to be the best suited to the present stage 
of sugar culture. The larger plants are likely in beginning 
to suffer from lack of raw material This is especially true 
if the first years are not successful. The conservative 
farmers abandon beet culture for more certain crops. 

The extent of the control of the American Sugar Refin- 
ing Company in beet sugar at the present time is not defi- 
nitely known. The best information available is that in 
1905J out of a total of fifty-seven active factories, the 
American Sugar Refining Company was supposed to hold 
one-half or a controlling interest in thirty-five factories, 
representing a capacity of 28,700 tons of beets daily, while 
the independent companies had twentj'-two plants with 
13,150 tons capacity. This placed the Trust in virtual 
control of 68,7 per cent of the beet sugar produced in this 
country. For the campaign of 1906 twelve new plants 
were building, with a daily capacity of 9,250 tons, and of 
these the American Sngar Refining Company had an inter- 
est in at least five with 3,000 tons capacity^ or about 39 per 
cent of the total. If all the investments of the Trust, as 
such, or if the holdings in beet sugar by prominent Truot 
stockholders were known, the probabilities are that this per 
cent would be greater still. 

The leading consolidations within the beet sngar indus- 
try itself, all of which are subsidiary to the American Sugar 
Refining Company, are : The American Beet Sugar Com- 
pany, already mentioned, with a capital of $20,000,000; 
the Amalgamated Sugar Company, capitalized at $4,000,- 
ooo'' and controlling four plants with a total daily capacity 
of 2,000 tons, and the Utah-Idaho Sugar Company^ formed 
in 1907 from the Utah Sugar Company and the Western 
Idaho Sugar Company, and capitahzed at $13,000,000, 

'Consolidated 1902, Commercial and Financial Chronicle, vol- 75, 
p. 186. 
'Ibid., vol. 75, p. 1403. 
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$10,000,000 of which is preferred and $3^000,000 common 
stock, T. R. Cutler is vice-president and general manager, 
and H, G- Whitney, secretary and treasurer.* In addi- 
tion to these three the Trust holds a controlling interest in 
the Michigan Sugar Company, which controls six plants 
and whose total capitalization is $12,500,000,"^ It is also 
supposed to control in at least three other Michigan com- 
panies. There is also the Great Western Sugar Company, 
which started in 1901 under the name of the Western Con- 
struction Company, with a i,2CK>ton plant at Loveland, 
Colorado," and which now has nine plants in Colorado^ 
aggregating a total capacity of 7,400 tons of beets daily. 
The different plants under its control were brought into 
one organization by the incorporation of the Great Western 
Sugar Company, on Januarj- 12. 1905, at Trenton, New 
Jersey, with a capital stock of $20,000,000. This was 
divided into common and preferred, the latter being non- 
cumulative 7 per cent. May 26, 1906. this capitalizatioo 
was increased to $30,000,000. Until his death Mr. H, O. 
Havemeyer was president. The Spreckels Sugar Company, 
of Spreckels, Cahfornia, with a capital of $5,000,000, com- 
pletes the group of highly capitalized beet sugar interests." 
It is noteworthy that the very large capitalizations occur in. 
companies dominated by the Trust. These six companies 
have a combined capital of over $84,000,000, or averaging 
$14,000,000 to the company. The independents have been 
satisfied with more moderate capital, from $300,000 toM 
$600,000 being considered a fair amount It is said the" 
large capitalization of Trust stock is for investment among 
local business men to the extent of one-half of each capital 
stock. It would seem, however, that such investment couldH 

'See American Sugar fndustry and Beet Sugar Gasette, Aiiffust s, 
1907. 
^Comtnercial and Fhianctal Chronick {1906), vol. 83, p. 1039. 
"Bff/ Sugar Gazette, Jan., ipai, p. 20. 
^Louisiana /'ian/fr, March ii^ 1899. 
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be made witli smaller capitalization and thai speculative 
purposes afford some motive for the larger capitalization. 

g 6. The second side line into which the Trust has been 
interested Lhrougli its stockholders, if not as a corporation, 
is that of the manufacture of glucose su^ar. or the manu- 
facture of sugar and starch from com. It is said that it 
lias been largely through stock held by the Matthiessen 
family, in both the Sugar Trust and in the glucose sugar 
refining companies, that these two groups of sugar manu- 
facturers have been kept in harmony, and through tlic 
mediation of prominent members of the Standard Oil Com- 
pany. In order to understand this connection it will be 
necessary to trace briefly the development o£ the glucose 
industry. This will be profitable because it shows, thougT} 
on a smaller scale than in the refining of cane and beet 
sugar, the attempts of a Trust to control production and 
the difficulties to be overcome. 

Not over thirty years ago there were about fifty glucose 
concerns in the United States, scattered over the great com 
belt. These, because of crude methods and other reasons, 
dwindled down to five or six, and the remaining ones were 
making no money because of severe competition- This was 
the condition when, on August 3, '^97* die Glucose Sugar 
Refining Company was incorporated at Trenton, New Jer- 
sey- It absorbed the following companies :^* 

Dailr 

Plant Cflimciiiy 

RfliTels 

Chicago Sugar Relming Company, Chicago, 111 26,000 

AmcricaJi Glucose Compiiny, Peoria, lU , aS.ooo 

Peoria Grape Sugar Company, Peoria, II L ,..,., 73,000 

Rockford Sugar Relrning Companyj Rockford, III ifi.ooo 

Davenport Syrup Rtlining Company, Davenport, Iowa p,ooo 

Firminiek Manufacturing Company, Marshalhown, Iowa 9,000 

Total, six plants -,..,..-....... ..101,000 

"These figures and the following ones concerning the glucose sugar 
refining industry are taken from various issues of the Commercial and 
Financial Chronicle, New York. 
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Its capitalization was $40,000,000, $14,000^000 of which 
were preferred and the remaining $^6,000,000 were com- 
mon. The preferred was 7 per cent cumulative and entitled 
to equal participation in all profits beyond 7 per cent on the 
conunon stock. It was denied that the Trust had any inter- 
est in this newly organized combination, but its president 
was C H. Matthiessen, and on its Board of Directors were 
C. H-, F. O. and E, A. Matthicssen. Other important stock- 
holders at that time were J. P. Morgan, Marshall Field and 
Harrimaii & Co, The only independent companies left were 
the National Starch Company, of Glen Cove, Long Island; 
the Charles Pope Manufacturing Company, of Venice and 
Genoa, Illinois, and the United States Sugar Refining Com- 
pany, of Waukegaii, Illinois, The United States Sugar 
Refining Company was first known as the American Glu- 
cose Sugar Refining Company, which had been formed in 
January, 1S9S, by a consolidation of the American and 
Imperial Glucose Sugar Refining Companies, It has a 
capital stock of $3,000,000 and a capacity of 15,000 barrels 
daily. The National Starch Company, on December 31, 
3898, had outstanding $8,516,900 in stocks and $4,237,000 
in bonds. ■ 

In June, 1S99, the United States Glucose Company was 
formed in New Jersey for the purpose of taking over the 
plant of the United States Sugar Refining; Company, and ^| 
of increasing its capacity from 15,000 to 25,000 barrels 
daily. The United States Glucose Company did not buy 
the United States Sugar Refining Company out completely, 
but acquired $i,8n,6oo of its $2,000,000 capitalization. 
In December, 1 899, the latter company had reduced its 
nominal capital from $2,000,000 to $10,000. But in the 
statement of capitalization of the National Starch Manu- 
facturing Company, of which the United States Sugar 
Refining Company was then a part, given in April, 1900^ 
the capital was still considered as $3,000,000, In this 
transaction of reducing capitalization the American Sugar 
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Refining Company, as tlic holder of 9,900 common and 
7,000 preferred shares of the United States Sugar Refining 
Company's stock, participated. This transaction made pub- 
lic the fact that the Trust Had a direct interest at least in a 
subsidiary company. 

In April, J900. a new combination was announced, the 
National Starch Manufacturing Company, which was in- 
tended to unite the following companies :'* 

Tata! 
CompameB Stocks Bonds Capilali^alion 

National Starch Company $8,516,900 $j,ooo,ooo $11,516,900 

Uniteri Sfarch Company ...... 5^)50^000 [,250,000 6,joo,ooo 

U. S, Glucose Company 1,811,700 1^11,700 

U. S. Sugar Refining Company.. 2,600,000 U000,000 3,000,000 

Total, four companies 517,378,600 $3,250,000 $22,628,600 

For this property it was proposed to exchange $i3H50o»' 
000 in stocks. In addition it was proposed to acquire the 
plants of many manufacturers wlio had gone out of busi- 
ness at earlier dales. There were eleven of these in all, 
nine of them having been established before 1880 and four 
before i860. They were located in New York, Indiana, 
Ohio and Nebraska. It should be remembered that these 
consolidations so far traced have as yet nothing to do with 
the Glucose Su^ar Refining Company organized in 1897, 
These are consolidations of independent plants. 

The various movements finally culminated early in 1902 
in one grand amalgamation nmler the name of the Corn 
Products Company. This new combination capitalized at 
$80,000,000 and expected to have a total capacity of 250,- 
000 bushels of corn daily. The statement issued by the 
new company gives a list of the constituent companies and 
their relative values. The first was the Glucose Sugar 
Refining Company, organized August. 1897, with plants at 
Chicago, Peoria and Rockford, Illinois, and at Marshall- 
town and Davenport, Iowa: total capacity, 105,000 bnshels 

"Comvti^rciat and financial ChronicU^ vol. 70, p. 742 (igog). 
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daily. Of $37,666,600 slock issued by this company, the 
Corn Products Company had acquired $34,145,700, and in 
lieu of this had issued $42,682,125 in common and pre- ■ 
f erred stock. The second company was the National 
Starch Company, organized May, 1900, with plants located 
at den Cove, Long Island ; Buffalo, New York; Cincinnati. ■ 
Ohio; Indianapohs and Elkhart. Indiana; Waukegan, Ilh- 
nois; Des Moines and Sioux City» Iowa, and at Nebraska 
City, Nebraska; total capacity, 43.000 barrels. Of the 
$6,624,200 of stock issued, the new company acquired 
$6,097,600 and issued $5,670,435 of their own stock. The - 
third company, the Illinois Sugar Refining Company, ca- f 
pacily 15,000 bushels, which had been incorporated in 1898, 
was acquired in entirety, $750,000 being all secured. Entire ■ 
control of the Charles Pope Glucose Company, capacity | 
15,000 bushels, was also secured But of the New York 
Glucose Company, 23,000 barrels^ which was a subsidiary 
company of the National Starch Company only $1,225,000 
of the $2,500,000 was secured. This was 49.7 per cent, 
not quite a controlling interest. This one point was des- 
tined to overthrow the power of the whole consolidation 
and eventually to place it in the hands of those interested 
in the Sugar Trust. ^'^ 

§ 7. This last combination united practically all the 
glucose interests in the country. The only companies inde- 
pendent as late as 1905 were the Warner Sugar Refining 
Company, of Waukegan. Illinois, with a capacity of 25.000 
barrels, and Peel Brothers, of Indianapolis, Indiana, who ■ 
had sold out to the Com Products Company and started 
another factory at Indianapolis, Indiana. In May. 1906, 
the report was made that the Warner plant, with other 
new plants that had started, had gone under the control of 
the Trust. The only limitation to be made of the Com 
Products Company consolidation lies in the changes that 
became necessary because of minority control of the > 

^Beet Sugar Goeette, Jan, sq, igo6, p. 13. 
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York Glucose Company. It is staled that this was one of 
the most peculiar situations existing in any corporation in 
the United States, the Corn Products Company having at 
times engaged in a war with one of its constituent com- 
panies. As Standard Oil interests retained the rest of the 
stock and secured it in a holding company so it could not 
get away, they were in a position to keep the Corn Products 
Company from getting anything from its holdings in New 
York Glucose Company slock and to operate the new mod- 
ern plant of this latter company so as to leave httle margin 
for the olher for its own operation. This finally caused 
the Com Products Company to sell out to the Standard Oil 
interests. Those interests in the Sugar Trust, on the other 
hand, date back to igoi, when the plant of the Glucose 
Company was begua Then it was reported that Standard 
Oil interests were about to enter the sugar business to com- 
pete with the Sugar Trust. Soon American Sugar stock 
fell from 155 to 103,5, and prominent Standard Oil stock* 
holders bought heavily of sugar stock and became among the 
main holders. Then the new refinery was turned into a 
glucose plant. This version of the relation of the American 
Sugar Refining Company to the glucose sugar reiining in- 
dustry is based only on newspaper report; but, if true, it 
furnishes through the mutual holdings of Standard Oil 
people in both sugar and glucose, another antl a very strong 
incentive for harmonious action. 

§ 8- The actual situation of the Sugar Trust in the field 
of production of raw cane sugar cannot be definitely stated. 
Much of the material available on this subject is sugges- 
tive of possibilities rather than fruitful in information as 
to what has already been done. In some ways it is greater 
now than in the past and in others it is less. But it is the 
undoubted policy of the Trust to acquire as great a control 
as possible of the sources of cane sugar, It may be that 
in the struggle between beet and cane sugar refiners, 1900- 
1902, the Trust was as much the aggressor as the olher 
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side in Ihat it was even then proceeding to carry out its 

policy of acquiring control of ail sources of raw material* 

§ 9, In carrying: out this policy the Trust interests find 
their main problems limited to certain definite countries. 
The United States cane sugar producing sections, Louisiana, 
Porto Rico, Hawaiian Islands and the Philippines produced 
in 1905 1,005,000 tons, and Cuba produced 1,300,000 tons* 
Together these two countries produced 2,305,000 tons, or 
nearly one-half of all the cane sugar produced in the world. 
The other important lands producing cane sugar are 
Demerara, Peru, Argentine Republic and Brazil, in South 
America, totahng 665,000 tons; Queensland, in Australia, 
163,000; Mauritius, in Africa, 200,000, and Java, in the 
East Indies, 990,000 tons. While cane sugar is produced 
over a much wider area than this, the total production else-J 
where is comparatively small. ^" These figures are for the 
production for world consumption. An analysts of the 
imports of raw sugar into the United Stales, practically all I 
of which goes into the hands of the refiners, shows that 
so far as this country is concerned the sources are not as 
wide as is shown in the above. Of the raw cane sugars 
not above No. 16 Dutch Standard imported into the United 
States in the ten years ( 1894-1904) '^ Denmark, France, 
Germany, Netherlands, British Honduras, Dominion of 
Canada, Venezuela, Japan, French Oceanic, Chile, Colom- 
bia, Ecuador, Hayti and the French West Indies all to- 
gether sent only 9,000,000 pounds out 'of a total of about 
32,000,000.000 pounds imported, and their contribution of 
refined stigar is much less in proportion. The other coun- 
tries in the order of their importance are Cuba, Dutch East 
Indies. British West Indies. Brazil^ British Guiana, Santo 
Domingo and the Philippine Islands, and the others with an 
average of not over 10,000.000 pounds a year each are the 
United Kingdom, Guatemala, Nicaragua, Salvador, Danish 

'*^Sugar Trade Journal. Jan. 4. loofi. 

^Xl. S. House DocumenU vol. jg, 58 C, 3 S., pp, 253-256. 
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and Dutch West Indies, Argentina, British East Indies, 
Chinese Empire, Hong Kong and Egypt. This analysis 
shows how scattered the sources are and yet how small an 
amount comes from such a scattered area. The great 
sources are Cuba and other West India islands, the Dutch 
East Indies, with Java as the principal source of the group, 
and Brazil. The importance of these divisions as com- 
pared with all other sources is shown by the fact thai in 
1904 they furnished 3,570787,000 pounds out of a total 
0^3.681,904,214, and of this amount Cuba sent 2,819,- 
557,727, or 76.6 per cent Thus the problem of control of 
the production of raw material by the Trust through stock- 
holJers, if not as a corporation, lies largely in securing 1 
controlling interest in the development of the raw sugar 
resources of Cuba, Louisiana, Porto Rico, Hawaii and the 
Philippines. 

^10. The Trust has found an additional reason in the 
international sugar situation fur carrying out this policy, 
before 1902 the refiners found a large source of their sup- 
ply in European beet sugar. But with the Brussels Con- 
tention and the breaking up of the sugar cartels in Europe, 
Ihe price of raw beet sugar rose to a point that threw the 
American trade to cane sugar producing countries. During 
the ten years 1894-1904 Germany was by far iht:; leading 
source for beet sugar, with Belgium second and Austria- 
Hungary third. Other countries have contributed also, but 
ill comparatively small amounts. The aniount imported 
from year to year has varied according to the sources of 
cane supply. Thus Germany, in 1896, sent us 499,922,637 
pounds; in r897, 1,611,401.968; in 1899, 654,843,277. In 
1903 this amount had dwindled to 203.000,000 pounds, 
and in 1903 only 2.414,037 pounds came from Germany. 
Belgium's average export to this country during the same 
period was 62.000,000 pounds, with a maximum of 130,000,- 
000 pounds, in 1897. Austria-IIiingary averaged annually 
56,000.000 pounds, with a maximum in igoT of 145.000,- 
000, Since the Brussels Convention the total importation 
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of raw beet sugar has fallen very rapidly. In 1903 the total 
was 87.130,805 pounJs. In 1904, 2,414,454 pounds,*^ 
These circumstances, together with tariff legislation favor- 
ing the importation of raw cane sugar, have turned the 
attention of refiners very strongly toward the development 
of the raw cane sugar industry. 

In order to understand why Cuba, Porto Rico and 
Hawaii have become of increasing importance to refiners 
as sources of raw material, it is necessary to look into the 
causes of the decline in raw sugar imports from Europe. 
As has been seen, up to the time of the Brussels Convention 
these were of increasing amount. This increase was due to 
overproduction of sugar in Europe resulting from the com- 
bined influence of the bounty- system and the **cartels." 
As this influence tended in much the same direction in all 
sugar producing countries of Europe, though with varying 
local conditions, a brief sketch of tlie system in but one 
country will suffice, Germany is the typical state for such 
study. The tendency of legislation was to increase the pro- 
duction faster than the demand in any particular country. 
Thus, before the Brussels Convention, no less than two- 
thirds of the total sugar outturn of Germany and three- 
fourths of the product of Austria-Hungary was exported. 
On the legislative side the cause for this remarkable growth 
lay in the fact that the tax on beets raised was on the 
quantity of beets, while the drawback paid was on the 
quantity of sugar. This led to the study of how to increase 
the production of sugar per given quantity of beets. This 
study was so productive of results that the increase in 
amount of sugar exceeded the reduction of the drawback 
from time to time. From September i, 1869, to July y, 
i886» the beet tax in Germany was fixed at 17c, per too 
pounds. Raw sugar exported received during the first 
part of the same period^ or to 1883, $2.03 per hundred 
pounds drawback The aim of the government was not to 

"U. S. House Docttments, vol. jg, 58 C, 3 S., p, 252. 
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place s premium on exports, but to make the rate such as 
would equalize the drawback with the beet tax. During 
the earlier years the beet tax was in excess of the export 
drawback, but improved methods soon changed this situa- 
tion. By 1882 the quintal of sugar received 2.06 marks 
more than the amount of the tax. This was equivalent to a 
bonus of 2:2c. per hundred pounds in addition to the refund- 
ing of the excise. From August 1, 1883, to September 30. 
1887, ihe drawback was reduced from $2.03 per hundred 
pounds to $1-94 P^^ hundred. But even then the continued 
improvement in beet culture gave the producers a good 
margin. During the season 1887-1888 the change in pro- 
portion of the tax on beets and sugar yielded the exporter a 
virtual bounty of 46c, per hundred pounds. As sufficient 
revenue was not accruing to the government owing to the 
excessive drawbacks that had to be paid, a change was again 
made in 1888. and the beet tax was reduced to about ,09c. 
per hundred pounds and the drawback to .9JC, per hundred 
pounds. In 1S92 the beet tax and the drawback were defi- 
nitely abolished, and the consumption tax was increased to 
$1.94 per hundred. The exporter now got a direct bounty 
instead of the previous hidden one. This amounted to 13c. 
per hundred on raw sugars and a higher rate on refined. 
In 1896, when the final change was made, the bounty on 
raw sugar was made .27c. per hundred, and the consump- 
tion and import taxes were also increased. 

The legislation in Germany is illustrative of the govem- 
nicnt aid that was being given in Austria-Hungary, Russia, 
France, Belgium, Netherlands and tlie other less important 
beet sugar producing countries of Eiirope. The inevitable 
result was overproduction, leading to lowering of prices to 
foreign buyers. This situation was intensified by the action 
of the "cartels" already mentioned which existed in all 
the leading European countries. In Germany the cartel 
gained control in 1900, in Austria-Hungary about 1897. 
and in Spain and other countries about the same time. The 
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German "carter' will be taken as typical of the develop- 
ment of sugar combinations in Europe. There control of 
the irdustry was obtained by the refiners by a triple agree- 
ment involving, first, a combination among the refiners; 
second, the organization of the raw sugar producers; and, 
third, an agreement between these two. The factories that 
produced only raw sugar from beets and those that pro- 
duced refined sugar from beets joined the raw sugar cartel, 
while the latter class was also joined in the formation of 
tht refiners' cartel with those that produced relined sugar 
from purchased molasses, and those that produced refined 
sugar from raw sugar purchased from other producers, 
Tlie agreement between the refiners and the raw sug;ar 
producers covered the following points : 

The raw sugar factories agreed to make directly no re- 
fined sugar for tlie internal market and to sell their product 
only to members of the refiners' cartel. The refiners on 
their part agreed to purchase their raw product exclusively 
from cartel factories. They also agreed that whenever the 
Magdeburg price fell below $2.75 per 100 pounds, they 
would pay to the raw sugar carte! for subsequent distribu- 
tion among factories the difference, not to exceed 73c. per 
100 pounds, between the average price for the month and 
the normal price of $2.75. By this agreement the profits 
that came to the participants consisted in those made by 
the refiner in selling to the home consumer; by the raw- 
sugar producer in having his price brought up to $2.75 
per roc pounds, and by the total bonuty received on ex- 
ported sugar, both raw and refined. The cartel was lim- 
ited in its action to the home market. ■ 

The combined effect of the cartels and of the bounty, 
system was that within the bounty fed countries the people 
were burdened by the high price of sugar; without, people 
were enjoying the lower price of sugar because of the 
returns received from government by European producers 
on each pound exported. The European producers could 
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sell at low prices in foreign countries and make more thar 
if Ihey limited themselves to the home market. 

So far as refined sugar is concerned it had comparatively 
little influence in this country- The export price had its 
most pernicious effect on the refiners of England, since 
Gennan home prices from 18S4-1903 were, on the average, 
about 5c. per pound while export prices in 1S99-1890 
f- a b, at Hamburg were 349c. per pound; in 1892-1893 
tfaey were 3.82c,, but by 1902-1903 they had fallen to less 
than 2C. per pound. The Enghsh consumer was benefited 
at the German taxpayers' expense^ but the English sugar 
refiners were driven out of business, America was con- 
cerned with the export prices of raw sugar, which showed 
a still more marked decrease. From 4-53C. per pound iii 
1882-1883 ^^ Hamburg f. o. b. price fell to 3.29c. in 1892- 
1B95, ^""^ ^" 1901-1902 was 1.51C,; in 1902-1903 it rose Co 
1.67c. When these prices are compared with the stipulated 
?Z75 per hundred price paid by the refiners to raw sugar 
producers, it becomes clear wherein the home consumer was 
paying taxes to giv^ the people of foreign countries cheaper 
sugar. These prices account very largely for the increased 
importation of European sugar into the United States- The 
Brussels Convention and the consequent abolition of boun- 
ties and of the cartels, resulting in increased prices of Euro- 
pean raw material, also help vj explain why Europe has 
ckclined as a source and why Cuba has become of increas- 
ing importance^** 

§11. Changes in method resulting in economies as 
niarked as those to be found in the retinlng process have 
bten going on in the production of raw sugar, and these 
changes tend to simplify the problem of control for the 
refiners. The tendency to overproduction of raw cane 
sugar, and the growth of the beet sugar industry through- 
out the world, has forced down the prices of raw sugar in 

"For general discussion of cartels, sec Rutter, International Sugar 
Situation. V. S. Bureau of Statistics Bulletin no. 20, [904. 
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such a way that the discovery of means for cheaper pro- 
duction was necessary for continued profits. The same 
tendency towards fewer and better manufacturing plants, 
as seen in the refining industries, has been at work in the 
production of raw sugar in Louisiana as well as in Cuba 
and Porto Rico. During the earlier part of the past cen- 
tury, when slavery was in power in the South, the ten- 
dency in sugar growing, as in other fornis of agriculture, 
was toward the large plantation system. The tendency 
was for the size of plantations to increase rather than to 
decrease. This, of course, made necessary an increased 
amount of land and capital under the control of one man- I 
ager and a corresponding added responsibility in supply- 
ing and managing labor. From 1830 to 1840 sugar estates 
in Louisiana decreased from 691 to 668. but the increase ■ 
in slaves was from 36.000 to 50,670.^'* Lster the number 
of plantations increased rapidly. In E853 there were over 
1,500 which averaged about 200 acres of cane each.^* Aa ■ 
in this earlier period each plantation had its own sugar 
mill, the year 1853 may be considered as near the culmina- 
tion in the number of sugar mills throughout the South, 
In a short time the war came on, with almost total anni- 
hilation of the industry, and since then the transition to 
the newer system of separating the manufacture of sugar 
from the raising of it has been going rapidly on. 

The changes that took place in Louisiana are typical of 
those that were to be found in the other sugar producing 
countries. There, in this earlier period where labor, capital 
and land were owned by a single planter, are to be found 
the beginnings of the modern system. Some of the owners 
of the larger sugar mills did not close their plants at the 
end of the season, but continued throughout the year in 
working over the "brown sugar" of other plantations. 

"Quarterly Journal of Economies, vol. xi, p. 299, 
"Louisiana Slate AKricultural Society, Thirteenth Annual Report,] 
p. 6a (1899); Harpe/i Magasine, vol. viii, p. 7S8 (^853). 
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Gradually it was found that it was much more econoinical 
for some to devote most of their time to the manufacture 
of sugar while others attended to the raising of it. The 
breakdown of slavery, the increasing competition of beet 
sugar and changes in the tariff all hastened the movement 
which made those planters who manufactured the cane 
grown by their neighbors as well as their own the pioneers 
in the introduction of what is now known as the 'Ventral 
factory system," which consists of the practical separatioji 
of the two processes of growth and manufacture of raw 
sugar. This development has taken different courses, varj'- 
ing with the conditions in the places where the central fac- 
tories are found. In Louisiana, where large plantations 
still exist, they have developed the practice of letting out 
sn^ll lots, say twenty to fifty acres, to tenants, who raise 
the cane for the central factory. Whites and blacks have 
Ijoth taken part in the raising of cane sugar. The labor 
Problem of the Hawaiian sugar plantations has been set- 
^ed in much the same way by leasing land to Japanese cane 
growers. In both these countries this system seems to be 
the natural outgrowth of the ownership of large planta- 
tions and the existence of a laboring force out of which the 
niost could be obtained by making them small proprietors 
of one phase of the tndustn'. Alongside of the large plan- 
tations smaller farms have been taken up which jHeld their 
share of cane to be ground by the factory on the large 
plantation. In this way the large plant has brought the 
economies attendant upon large capitalization, while by 
means of railways leading in from the surrounding country 
the land is made to yield more by being more intensively 
cultivated by the small proprietor. This tendency toward 
fewer and better manufacturing plants in Louisiana is ex- 
emplified by the fact that in 1888-1889 776 houses were 
running, and they made 742,000 barrels of sugar; ten years 
later { 1S98) 347 were in operation and r.570.000 barrels of 
sugar were made. In other words, less than one-half the 
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sugar houses in 1898 made more than twice as much sugar 
as was turned out ten years before. One particular illustra- 
tion of this centralizing tendency may be given. In 1S90, 
twenty-one sugar houses on Lower Terrebonne and Little 
Caillou Bayous worked 218 men per watch for putting cane 
on the carrier. In 1898 one factory groimd the cane for-1 
mcrly ground by these twenty-one sugar houses as we!! as 
1.90a acres of cane in addition and worked ten men per _ 
watch of the carrier,'* These economics have been forced by I 
the lower prices received for raw sugar. Small plants were 
forced to quit, and the larger ones naturally took their ^ 
places. f 

In Cuba and Porto Rico the development has \nried 
somewhat. In the former no census has been taken since 
1899. ^^ ^^ ^^^ known what proportion of the plantations 
arc very large, but at that time only 5 per cent contained 
333 acres or over. This 5 per cent, of course, included a 
few large estates contaiaing from 5,000 to 25,000 acres or 
more. .\t that time over 63 per cent were farms of under ■ 
8 1-6 acres. It is probable that the g^rcatcr portion o£ 
the land is still divided into small farms. Where the small 
ferms p^c^^^t the cane is raised by the owner or tenants ■ 
and is transported bv rail to the centra! factorv. Some- 
times the owner of the factor^' also owns tlie land, then the, 
tenant system described as existing in Louisiana prevails,] 
\M>ere the sugar Rowing plantations are large they en^ 
help for the season, paying the laborers wa^cs as well 
gT\-nig them food and housing. These plantations 
knoTi-n as *^*ColDnTas/**^ In 1902 Cuba had four lai^e 
sugar estates rangTi^ in production from ^5,000 to 45,000 
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"Coan m s st aner of Agricaltwe. Louisiana. Ann^mal Report, iSgg-gObi 

"See Cojj«t"j Mage^ine (igm). \q\. jS. p. 379; L^iujiofia PUmUrX 
and Sitgar ManMfai7HrrT U9*\ P- 3^; Cuba. Cfnsvs, 1899^ p 543. 547*1 

As an illustration of tht economics of Ur^jt-scale prodijciicn ihe Col-j 
lowing ^talement U velaaUe : 
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tons of sugar each annually. Since then several companies 
have entered the field, buying up lands, building railroads 
and doing everything possible to increase the outturn of 
raw sugar. In Porto Rico the development has been much 
the same. It is said that during the last ten years the 
central factories have taken the place of the small plants- 
Many of the latter still exist, but not one in ten is running. 
This tendency to separate the manufacturing from the 
growing of raw sugar by making fewer plants and requir- 
ing larger plants undoubtedly simplifies the problem of 
control for the sugar refiners. 

The centralization of manufacture brought great econ- 
omies that justified the change. The machinery used 
under the old system consisted of a small mill for grinding 
and a set of 0]>en kettles set over a furnace. It is said that 
less than fifty tons of raw cane per day were ground, and 
the outturn was less than lOO pounds per ton. The labor 
cost was almost as much as that required for a modern 
factory handling i,ooo tons of cane a day with a product 

"During my experience in this vicinity 1 have never known a sin- 
gle instance where a small colonia projipered nr was able to extricate 
itself from debt, and this condition is owine lo various causes. 

"A colonia employing 300 to 400 men can be conducted more eco- 
nomically than one employing from 100 to 200 men. The high salaried 
men in the ore are very nearly the sarne as in the other, but the small 
farmers with fifty to iOo acres fare much wor&c. They buy everything 
at retail 15 to 30 per cent mare than the large farmers^ who i»urchase 
at wholesale and receive rebate for prompt payment. A small farmer 
employing ten men requires a cook; a large farmer employing 300 men 
requires but two cooks. The small farmer is always cramped for 
money, has but limited credit with the central factory, and outside of 
that none except an occasional country storekeeper, who may consider 
the risk and charge him exorbitant int-crest. The money that ought to 
go for rep^Trs goes fr>r interc?;t: hiis field? E^t to such low ebb that the 
cane no longer pays the expense for harvesting: he can obtain no 
money for replanting, fails to pay his rent, and the owner of the land 
takes possession of what remains, resulting in some other poor fellow 
stepping in, only to repeal his predecessor's experience." P. M- Bcal, 
Cuba, Census, 1899, p. 53a. 
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of 200 pounds of sugar per ton. Then the talent required ' 
for engineers was as great as that required to-day_ The 
old sugar makers sometimes received $500 a month, while 
now a good sugar boiler can be secured tor less than Sioo. 
A great saving has also been made in the amount of fuel 
required.** 

§ 12, This development in the raw sugar industry seems! 
to favor the cause of the refiners. Now they have the task 1 
of gaining control of central factories and dealing through] 
them with the planters, where formerly they would have 
had the additional task of managing labor and owning 
large estates of sugar lands. How far they have taken 
advantage of their opportunities is not known. The Amer* 
ican sugar interests in Cuba acquired since 1898 have been 
estimated at from $7,000,000 to .$S.ooo,ooo.^ It is said ■ 
that in 1903 there were 172 Cuban sugar estates aggre- 
gating 1,500,000 acres, 330,000 of which were then or had 
been under cultivation and capable of producing 825,000 1 
tons of sugar, with ninety-nine central factories, all belong-] 
ing to AmericaDS.^* In this connection it is interesting to 
note the value of sugar imported into this country froraj 
Cuba as compared with the total value of all importations] 
from that island,^^ 

u T<-tal Vnlue Value Suear Per 

'™^ of all imporU and Molaswi Cent 

iQoa $48,619,588 $30,642,848 63.2 

I9OJ 57,228^1 38,701,555 ^76 

19D* 74.Q50.992 s6,]8i,8o4 74-9 

igos 50^2,901 70,581.264" 77^6 

The proportion in value of sugar imported has not been 
so high since 1893. In 190T, when the last $15,000,000 

^GuniotCs Magasine^ vol. 22, p. 131. 

*U. S- Monthly Summary of Commerce and Finale, ^ay, iQQSi^j 

P 35*5- 
"U. S. Senate Dacurneni no. 435 {1903), 57 C, i S., p. 8, 
•TJ- S. Monthly Summanes of Commerce and Finance, 
"Eleven month a. 
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increase of capital was made by the Trust, Mr. H. O. Have- 
mcycr intimated that it was to be used in developing sugar 
interests in Cuba and Porto Rico. It is known that the 
Chaparra Sugar Estate in Cuba, with an area of 66,000 
acres, 10,000 of which are under cultivation, is under the 
control of certain members of the Trust. Another large 
holder of American Sugar Refining stock is also interested 
in Cuban lands-. It is believed that the large central fac- 
tories in Porto Rico also operate in harmony with the 
Trust This is about all that can be said about present 
control, and the apology of the writer for tracing briefly 
the changes in raw sugar production is that, if the Trust 
continues an active element in the sugar situation, it will 
find the raw sugar field one of the factors with which it 
must deal in strengthening its grip, and a knowledge of the 
situation in Cuba and other raw sugar producing countries 
will help to estimate the possibilities of absolute control by 
the Trust The beet sugar industry, the glucose industry 
and the production of raw cane sugar, then, are the leading 
subsidiary interests of the Trust or of its stockholders 
working in harmony with it. It is now in order to consider 
the economic aspect of this organization under the control 
of price and profits. 



Chapter VL 
CONTROL OF PRICES. 



§ 1, In its attempt to control prices of sugar the Trust 

has had to do with both the price of raw sugar and the 
price of refined sugar. In the first case the problem is tol 
determine to what extent and how the Trust has been able 

to fix the price of the raw product. In the determination 
of prices in the world market it is impossible to separate J 
the influence of the Trust from the other factors that haveB 
a part. In 1905 the United States consumed over one-fifth ' 
of the world's production and in 1904 over one-fourth, and 
it has not been many years since the consumption in this 
country was nearly one-third of all the sugar produced infl 
the world. But it would be very hard to measure accu-™ 
rately the effect of this consumption on world prices. The 
more definite problem, and more practical one as well, is M 
that of determining the power of the Trust to compel lower ' 
rates from certain sources Ihan world quotations woul*] 
lead one to expect, M 

§2. As the largest producer of beet sugar, having in 
1905-1906 produced a total of 6,933,649 tons out of 12,139,- 
260 tons of the world's outturn of all kinds of sugar, Eu- ■ 
rope is undoubtedly the center of sugar production, and 
Hamburg/ in Germany, is said to be the central point for 
fixing prices in the world market. Of recent years the price ■ 
of cane sugar has been largely determined by that of beet 
sugar. The hardships endured by the sugar producing de- , 
pendencies of Great Britain due to the operation of thej 
European bounty system finally led England to protest, and j 

^Sugar Trad*: Jountai. Jan. 3, 1907. Set also Ways and Means J 
Committee Report on Tariff (1902), 57 C„ 1 S., p. 253- 
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this brought about the Brussels Convention. The American 
refiners, in so far as ihey have purchased sugar from the 
European producers, have benefited by the European ex- 
port bounties- This is shown by the proportion of sugar 
purchased from Europe during recent years. From i8q6 
ro 1902 the importation from Europe at the four leading 
pods averaged 371.31S tons, with a minimum in 189S of 
206,087 tons and a maximum in the preceding year of 637,- 
246, Why the maximum and minimum should come so 
closely together is probably because of tariff considerations. 
After 1902 the amount landed at these ports dwindled, until 
in 1005 the imports were but 3,671 tons. The only other 
foreign source that has stood so far above the average, 
excepting Cuba, is Javan which from 1896 to 1905 has 
averaged 355,055 tons per annum and which has shown no 
tendency to decrease. Undoubtedly the Trust has had to 
pay regular market prices in these sections. At least the 
writer has found no evidence showing that even the size 
of the Trust has enabled it to lessen regular prices when 
purchasing from these large centers. 

§3. But in the case of Cuba. Porto Rico, Louisiana' 
and Hawaii the situation is different. The problem of 
transportation has made the United States the best market 
for the sugar crops of these countries. This has been par- 
ticularly true in the past because the European import 
duties and bounties rendered competition with Europe on 
her own ground impossible. Hence, the sugar growers in 
these sections have been to a certain extent at the mercy 
of the American refiners. This has been especially true of 
Cuba, Louisiana and Porlo Rico since the formation of the 
Trust. Before that time, as the refiners have stated, the 
producers benefited by the competition among the refiners; 
but when that competition ceased the refiners gained the 

'Althougb small quantities of augar arc produced jn Uic other Gulf 
StatM, vet Louisiana produces so nesrly all that the situation there b 
true of the remaining southern production. 
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advantage. How great is the dependence of these coun- 
tries on the refiners is shown by the per cent of their total 
product that is imported into the United States. In 1904- 
1905 the estimate of the crop of Cuba, including the home 
consumption, was 1,163,258 tons. The imports from Cuba 
at four ports of the United States the same year were 972,- 
903 tons, or 84 per cent. Before the Brussels Convention the 
United States obtained practically all the product. Out of 
308.866 tons exported from Cuba in 1899, 308.708 tons 
came to America, and in 1900-1901 out of 499,694 tons, 
499,645 tons were imported into this country. The percent- 
age has always been very high. From Hawaii the same year 
came 401,930 tons, or more than the estimated production. 
This is accounted for by the fact that the preceding year the 
production was considerably more than the amount im- 
ported. Thus it may be concluded that practically all the 
sugar produced in Hawaii, Louisiana, Cuba and Porto Rico 
is consumed in the United States, To control these four 
sources has meant much to the refiners, since in 1904, a 
typical year, they furnished over 68 per cent of the total 
consumption of the United States. 

§ 4, The power of control and its limitations, as shown 
by evidence in reference to each of these sources, will now 
be considered. One condition that must be met by both 
the Louisiana and the Cuban producer is that the season M 
for manufacturing is about the same m both countries. In 
Louisiana this season lasts from December until May, and 
Cuban sugar begins to enter the market a short time after ■ 
the Loiiisiana product appears. The result is that often- 
times the price for Louisiana sugar is }4c. lower than the 
same grade of sugar made in the East. The American ■ 
Stigar Refining Company, it is said, makes a policy nf 
marketing the Louisiana crop as rapidly as possible. This 
is done to prevent its coming into competition with the 
refiners' product later on. This accounts for the lower 
price which the producers must bear with the refiners. Thia 
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I lower price of refined sugar is perliaps caused, too, by the 
fact that most of the su^r houses of Louisiana are pre- 
|iared 10 refine their own sugar in case the price of raw 
sugar is loo low. But with the price of refined sugar low- 
ered in this way at the time they wish to sell, they find it 
better to take a close margin on the sale of raw sugar. 
After marketing the crop the price is again promptly raised 
to a level nearly equal to the eastern price.^ 

Mr. Jenks. in his "Trust Problem," slates that the Trust 
has been able to depress prices in general and as compared 
with the prices paid by independents, perhaps i-i6c.* In 
Ihe case of Louisiana, it has been testified that the habitual 
advantage of the refiners is 3-i6c.* This represents the 
Transportation charge on raw material to New York. Bui 
Ihe advantage lies in the Trust's appropriating to itself the 
3-i6c. and refining the sugar purchased at New Orleans 
instead of shipping to New York. Most of the sugar re- 
fined is then marketed in the Mississippi Valley, because 
transportation charges render that the natural outlet of the 
product. As practically ail the Louisiana product is refined 
by the Trust, this 3"i6c. per pound means a large advan- 
tage on the total amount boiig:ht. 

The Trust can take this advantage because, as there are 
no other purchasers, the producer would have to ship to 
the New Yorlc market and hence would lose the 3-160. 
anjrway. Louisiana planters are of the opinion that even 
the so-called small independent refineries such as Hender- 
son's have an understanding with the Trust, which prevents 
competition.*' The Trust may not get all the margin 
directly because of its policy of selling the Louisiana crop 

'New York, I nvestf station of Trusts, i8q6, p. 1063. 
*Jenk&, The Trust ProbUrn (ipOl)^ p. 145. See also the lestimony 
of J. H, Post, Report Industrial CotHtnission, vol. i, p. 153. 
*Way£ and Means Committee, Tariff Report, 57 C, i S,, p. 288 (1902), 
'Ibid., p. 263. 
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as rapidly as possible, but when for business reasons it , 
makes close profits in one section it hopes to make a more ] 
than proportionate gain elsewhere. 

It is valid to consider this 3-r6c, per pound advantage, 
or a large part of it, as due to the power of the Trust, 
through the concerted action of its members, to throw the 
burden of competition on the raw sugar producers. As 
has been stated, this sugar is refined at >Jew Orleans after 
having been purchased at a rate that would justify its being 
carried to New York. It has also been shown that before 
the organization of the Trust, owing to close marg-ins am! 
the necessity of large outturn from the refineries in order 
to realize profits, (forapetition was more on the side of the 
refiners. If the southern refineries were not in harmony 
with the Trust, it ought to be expected that independents 
woidd put the price on raw sugar sufficiently higher than 
Trust prices to insure a supply of raw material for their 
mills, and if this should continue, the independents would 
secure control of the refining interests of the South, In 
other words, the Trust could not force producers to pay 
all transportation charges whether the goods were trans- , 
ported or not, but in order to compete with independents, 
the Trust would have to meet the prices set by independents, 
even though it involved the payment of part of the trans- 
portation charges to New York City. The price set by 
independents would probably not be 3-i6c. higher than the 
present, but so much of the 3-16C. would be retained as 
would cover increased cost of refining in the South. 

The limitations of the power of the Trust to reduce 
prices in Louisiana are, first, the preparation of the planters 
to refine sugar for themselves. If the Trust should use its 
power too freely, the planters could very readily become 
competitors by entering the refining field. Yet in this con- 
nection it has been said that sugar refined at the plantations 
has met with under quotations when shipped to distant 
points. This is said to be due to its inferior quality. The 
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Trust has been satisfied with the appropriation of the 
freight margin because it has needed the Louisiana sugars 
:or its New Orleans refineries. There is no evidence that 
ihe Trust has gone into the production of raw sugar in 
Louisiana. 

§ 5. As has been said before, in Cuba and Forto Rico 
Che process of control is still in course of development If 
once Cuba can be given a government that will insure 
protection to property against the ravages of internal con- 
flict, this movement will probably be still further accel- 
erated. To what extent other American companies inter- 
ested in the Cuban sugar industry are in harmony with the 
American Sugar Refining Company cannot be determined, 
If the Trust can carry out its policy of gaining control of 
sufficient outturn in Cuba to insure it a supply of raw sugar 
regardless of the independents, it will have an immense ad- 
vantage in bargaining with other raw sugar producers. 

Just now the possibilities of control seem to be limited 
to transportation margins. It is said that when the Cuban 
wishes to sell he finds out whether he can do the best in New 
York or London, considering transportation. The amount 
he sends to New York shows where he can usually do the 
best It is admitted that the Trust has been able to secure 
for Itself ly per cent of the 20 per cent reduction granted 
the Cubans by the reciprocity treaty of 1903.'' This ad- 
vantage, in addition to the admitted i-i6c. gained over 
other refiners because of monopoly power and large pur- 
chases, is another large source of profit to the Trust. 

§ 6. Recently the control of the Hawaiian product has 
passed out of the hands of the Trust into that of independ- 
ent refiners. How long this will last remains to be seen. But 
Trust control in Hawaii existed so long that it deserves some 
attention. During the winter of 1892-1893 contracts were 
made with the Hawaiian planters by the American Sugar 
Refining Company, with Mr. Spreckcls as agent, for their 
^Sugar Trade Journal, May 31, 1906. 
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sugar product. The contract was to continue for five years. 
The stipulations of the contract were that the Trust agreed 
to pay to the grower for sugar laid down in San Francisco 
the same price that Cuban sugar broug:ht in New York City, 
less J4c- a pound.^ This arrangement with the planters 
was renewed from time to time with varying regulations 
as to the difference to be maintained between New York 
and San Francisco prices until the beginning of igo6. All 
the planters engaged in the sugar business in the islands 
signed the first contract because they had no other outlet- 
Previous to this Mr. Spreckels and Irwin & Co., his asso- 
ciates, had controlled 40,000 to 50,000 tons of sugar and 
were agents for about 20,000 more. Thus, until very re- 
cently, the Hawaiian planters have been very much at the 
mercy of the sugar refiners. In 1905 the Sugar Factors 
Company, of Honolulu, was organized with $3,000,000 
capital and with the privilege of increasing to $10,000,000 
for the purpose of uniting the sugar producers of the island 
and of freeing them from the domination of the Trust. 
The last contract had compelled them to sell their sugar at 
^c. less than the prevailing New York market price and 
they wished to renew at a rate J^c. below the market level. 
This the Trust refused to do^ and as a result the Sugar 
Factors Company organized and has begun to refine its 
own sugar. Now, if the contract is renewed, it will prob- 
ably be with a single company and not with the individual 
planters as before. 

The contract which the Trust had with the Hawaiians 
was a source of much profit to the refiners. It may have 
meant something to the producers as well, in that they knew 
their entire product would be purchased. But to the re- 
finers, estimating the rate at y^c. per pound under the first 
contract and ^c. under the later ones, it meant a large 

HJ. S. Senate CommiUee on Foreign Relations, Report, i8g^ vol. i, 
p. 783- For later situation see Commerci&l and Financial Chronicle, 
vol. yg, p. 2476; also Sugar Trade Journal, Jaa 25, 1906. 
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annual income, and during the entire time in which the 
contract was in force, it must have been one of the impor- 
tant sources for profits.^ 

In these ways, then, the Trust has been able to secure 
an extra margin in its dealings with those countries that 
are shut off by distance from the world markets. This has 
^ven it an advantage on over one-half the total consump- 
tion of the United States. 

§ 7. In the control of the sale of the refined product 
several factors may be considered. In the first place, the 
price is limited by the amount of import duty on refined. 
If the Trust were to put prices at such a level as would 
afford a margin of profit to foreign refiners in selling ihei'" 
products here, the Trust would at once have to meet that 
competition. The price of refined sugar in this country 
has accordingly been kept at such a point that compara- 
tively little foreign refined sugar is importedn From 1S83 
to 1904 the annual amount of refined sugar imported has 
averaged less than lyi per cent of the total amount of all 
sugars annually imported- From 1.02 per cent in 1903 the 
amount dropped to .35 per cent in 1904. So far as foreign 
refiners are concerned, then, the American producers are 
managing to keep the field very well to themselves. But the 
tariff limitation for sugar as for other protected products 
does not preclude potential foreign competition as a force 
preventing excessive rise in prices. It may be argued that 
the tariff instead of being a limitation is a means of per- 
mitting an increase in price. This is true, but the tariff 
is mentioned as a limitation in the sense that it is within 
the margin set by the tariff that the Trust must exercise 
its power of control 

No definite relation exists between the price of refined* 
sugar and the annual increase in consumption. There have 

'For tt^itimony as to the higher priceg of refined sugar in San Fran- 
ciaco while raw angar was admitted free, see Ways and Means Com- 
mittee Report, xgL>2, 57 C, t S-, p. 247, 
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been years in which the per cent of increase in consump- 
tion per capita has been very low» and there have been 
several in which there has been an actual decrease For 
instance, in 1889, when the average price of refined sugar 
was 7.64c, per pound, there was a decrease of r-205 per 
cent in the per capita consumption. The price of refined 
was .633c. over that of the preceding year, when the per 
capita increase had been 4.62 per cent Again, in 1892 
there was a decrease of i,or6 per cent, but that year file 
price of refined was actually lower than it was the previous 
year. In 1895 a decrease of 3.129 per cent in per capita 
consumption and an increase of just .032c, in price. The 
following year, with a further increase in price of ,380c, 
the decrease in consumption was .495 per cent. The 
last decrease in consumption was in 1905 when, with an 
increase in price of from 4,772c. to 5.256^^ the consump- 
tion decreased 4.876 per cent."* It might be that, could 
one eliminate all other factors in the problem, it would be 
found that the price of sugar does have a marked influ- 
ence on its consumption. It is true that in Germany and 
other European countries where prices have been exces- 
sively high owing to the tariff situation the per capita con- 
sumption is very low^ while in the United States and 
Great Britain it has been comparatively high. In one in- 
stance, as has been mentioned, the increase in consumption 
in the United States bears a marked relation to the price 
of sugar. That was in 1891, when, with the lowering in 
price of sugar T.48C. owing to the removal of the tariff on 
raw sugar, the per cent increase was 22.963, This last 
variation in the demand for the refiners' product shows 
that marked changes in price do have a specific influence on 
the amount consumed. It is probable that if the price of 
refined sugar were increased excessively lower grades would 
be substituted. 

§ 8. The most important factor in limiting the price of 
^'Compiled from statements of consumption in Sugar Trade JonmoL 
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refined sugar has been actual and potential competition. In 
view of the immense profits the Trust has made it is rather 
remarkable that more active competition has not developed. 
The margins show only two comparatively short periods of 
intense competition that the Trust has had to endure. In 
1905 the margin for the refiners was again back to .978c. 
per pound, nearly He. above the estimated cost of manu- 
facture. Such margins as now exist, however, call into 
existence new refineries as competitors. Once a plant is 
erected it becomes a source of permanent danger to the 
Trust because, if the Trust maintain prices at such a level 
as to afford profit to the independent, the latter having both 
the raw and the refined sugar markets open to him, can 
compete successfully. He has the advantage in being able 
to run full capacity while the Trust limits its production 
in order to maintain the price. There is little evidence to 
show that the Trust has used unfair methods in competi- 
tion such as have been shown in the case of the Standard 
Oil Company and other trusts. This may be partly due to 
the fact that refined sugar from the small plant goes to a 
market as wide as that of the large producer. In the raw 
sugar market, also, there is no means of preventing the 
independent from buying should he wish to do so. The 
only requisite is that the margin be made large enough to 
afford him a profit. 

Thfs margin must be greater for the independent than 
for the Trust because, as has been shown, the Trust has 
an advantage of i-t6c, in general in buying, and has 
been able to make better terms than that in certain in- 
stances. It is also admitted that it has had about the same 
advantage in the sale of its product. To these advantages 
must be added those that come from large-scale produc- 
tion. These have been estimated at from sc. to 15c. per 
IDO pounds." 

^Set U. S, House Dorumrnl nn. 33R, 54 C. a S., p. 63a. Also Tn 
dustrial Commission Reportj vol i, p. lOO. 
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§ 9- Several serious hindrances to competition, how- 
ever, and accordingly advantages to the Trust exist. One 
of these is the time and money required to erect 2. new 
refinery. Several estimates have been made that show that 
a 3.000 barrel refinery to-day costs from $2,000,000 to 
$3,000,000, and requires a like amount invested in running 
capital in the fomi of raw sugar, refined sugar unsold, etc. 
It also takes a year or more to complete the plant. In 
addition to this, the independent to-day must start in com- 
parative ignorance of many of the processes that make 
sugar refining a success. The profits are made on such a 
close margin that those who have spent their lives in the 
business have an immense advantage over those who are 
just entering the business. Most of the new refineries 
erected since the organization of the Trust have been the 
property of men who sold out to the Trust in earlier years. 
The National Refinery, the Federal, the Mollenhauer and 
the Doscher plants are examples of this movement. How 
effective the difficulty of starting new refineries will con- 
tinue to be remains to be seen. 

Within these limits the power of consolidation has en- 
abled the Trust to appropriate to itself margins through 
its power to furnish sugar after the supply of the small 
producer has been exhausted. It has also been able, 
as has been shown, to command in many instances a higher 
price for its product because of the certainty of its ability 
to supply the demand. In addition to this power in the 
general field, it has been permitted to monopolize the sugar 
market on the Pacific Coast and east to the Missouri River 
during a large part of its existence. To such an extent has 
this been true that even while getting its raw sugar from the 
Hawaiian Islands from 54^- to ^c. cheaper than the same 
grades in the East, it has held to the margin of refined sugar 
at least ic. higher than the eastern refined product- It has 
been able to do this because since 1892, when Mr. Spreckels 
went into the Trust, there has been practically no competi- 



tion ill the West. The only exception has been the growing 
beet sugar industry, and it has been shown that this has 
largely come under the control of the Trust. This monopo- 
listic control could be the more easily retained in the western 
country as against invasion by independent eastern refiners 
because of the advantageous margins in sugar due to trans- 
portation conditions. The shipping companies carrying 
trade to the Orient were willing to carry sugar on their 
return trips practically as ballast rather than return with 
empty vessels. The railroads, in their turn, were then will- 
ing to carry the refined product eastward at lower rates for 
the same reason. This gave the western refiners the ability 
to enter the Mississippi Valley and sometimes actually to 
invade the eastern field.^' 

§ lo. Until 1902 the Trust as well as the independ- 
ents made use of the wholesale grocers as a medium for 
an attempted regulation of price and control of outturn. 
This was done by the so-called "Factor plan'' of selling 
the product. It was adopted by the sugar refiners because 
it had been used with success in other industries. The 
hard times through which the refiners had passed during 
the eighties were also experienced by the wholesale grocers, 
30 per cent of whose entire trade was in the product of 
the refineries. The competition among the wholesale men 
was so intense with reference to this particular commodity 
that it often yielded no profit or was handled at an absolute 
loss. In certain localities, as around Boston and New 
York, the trade had not felt the competition as heavily as 
had the western and southern grocers. Finally, on the 
part of the grocers, a national organization was formed in 
June, 1888. They hoped to make some arrangement 
whereby the Trust could assist them in making what 
seemed to them a reasonable profit. Before turning to the 
sugar refiners for assistance, however, they had, as an 

'"U- S. Senate Committee on Foreign Relations, Report, (1894). vol. 
I. p. io3. 
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association, decided about tSSq to sell sugar on a J^*^- 
margin. They succeeded in doing this for about a year and 
a half, when cutting in prices began, and as a re^^ult, in a 
very short time, the old competitive conditions had re- 
turned. On the failure of their own attempt the grocery 
went to Mr_ Havemeyer and requested that the Trust 
institute a system whereby the grocers would be assured 
of a profit. After some two years of negotiating, during 
which the grocers, as an association, accomplished very 
little, the Tnist initiated the local organization plan, which 
did not grow directly out of the Grocers' Association, but 
was an entirely new movement. This consisted in organize 
ing the grocers according to zones or natural trading dis- 
tricts. Thus New England formed one group, with Boston 
as its center. New York State, parts of New Jersey and 
Connecticut, with New York City as a center, formed 
another- Philadelphia became the center of a third, San 
Francisco of a fourth, and so on until the whole country 
was brought into communication with the Trust. Until 
very recent years, with certain slight modifications, this 
system was used by independents as well as by the Trust. 
The plan at first was to bill sugars to the grocers at a 
certain rate, and if the grocers would maintain the rate 
set by the refiners for three months, they at that time would 
be granted a rebate amounting to J^c. per pound. During 
the earlier years of the use of the factor plan, the grocers 
had to make affidavit that they had kept the agreement 
before they were entitled to the rebate. But during later 
years this legal statement was no longer demanded- The 
only penalty for not abiding by the agreement was the loss 
of the rebate. Later on this penalty was also dropped. In 
order to equalize prices between different sections of the 
country the Trust had published what was known as the 
'^Equality Rate Book." By the use of this book, whicli 
contained the variations in price to be made because of 
varying transportation charges, the grocer could readily 
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delennine what variation he should make from the current 
New York quotations,'^ 

In different investigations cases have been brought out 
as to the way the Trust used the so-called ''factor system" 
as a means of controlling trade. One instance is given 
where, in St Louis, the Trust refused to sell, at any price 
near the rate made for others, to a grocer who had refused 
to sigTi the agreement.** The same is true of a grocer in 
Baltimore, Maryland.*' During the period of severe com- 
petition with Arbuckle Brothers the refiners also tried tlie 
plan of dealing directly with the retail grocers, but tliey 
did not make a success of the venture. At tlie present time, 
though the factor plan was generally abandoned in 1902, 
yet the refiners still deal through the wholesale grocers in 
reaching the public. 

In June, 1906. the National Association of Wholesale 
Grocers was reorganized. Whether the new organization 
is to have any special relation with the refiners is not 
known. If such were the case, the advantages would be 
mainly on their side because such harmony exists among 
the refiners that the use of the grocers as a means of con- 
trolling price or of preventing competition is unnecessary. 

In summarizing the power of control which the Trust 
has had over the prices of sugar, it may be said that as a 
rule they have had an advantage in being able to secure a 
rate t-t6c, lower than that granted to independents in 
buying from the raw producer, and that they could also 
secure i-l6c. in the sale of the refined product. In addition 
to this J^c. special control they have been able to control 
prices, not only for themselves, but also for the independ- 
ents in certain sources where transportation conditions 
make the American buyers practically the only ones. TIiU 
has been true in Cuba, where both holdings of stockholders 
of the Trust as well as difficulty for the sugar grower in 

"New York Investigation of Trvsts. 1806, Also U. S. Industrial Coin- 
mission Report, p. 55, 
"New York Investigation of Trusts fi896>, p. T056. 
"U. S. Hottse Docvment, vol. 66, 54 C, 2 S., p, 640, 1896-7. 
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finding other markets has thrown competition on the side! 
of the raw sugur salesmen. It has also been true off 
Louisiana and Hawaii and in refined sugar throughout the] 
western paft of the United States. With the eiiormougl 
number of pounfis of sugar handled by the Trust, these local i 
advantages, amounting to from }^c. to o\^r ic. a pound,' 
are accountable for a large part of the profits gained by] 
the Trust since its organization. The capitalization of the] 
Trust, the cost of refining, and their relation to the margin! 
between the price of raw sugar and the price of refined ] 
sugar remain to be considered 



Chapter VIL 

CAPITALIZATION AND PROFITS. 

§ I, The plants that became a part of the origfinal Trust 
and that were transferred to the American Sugar Refining 
Company in 1S91 had a total separate capitalization of 
$6,940,000.* Under the Trust organization this capitaliza- 
tion was unchanged, but, as has been shown, the stock 
certificates representing it were transferred to the board 
and Trust certificates were issued that were claimed to bear 
no fixed relation in nominal value to the value of the stock 
certificates ^deposited. It is very probable, too, though no 
statements have been found concerning the matter, that if 
working capital were included this capitalization bore no 
relation to the real value of the several plants. If this be 
true, there is no way of determining what relation the 
$45»ooo,ooo or more of Trust certificates issued before 
1891 bore to the real value of the several plants^ although 
it was at least four times the nominal value,^ When the 
American Sugar Refining Company was organized the 
capitalization of all the companies, now combined into one, 
became $50,000,000. A statement issued by the company 
in 1891 gave the total assets as $62,845,391, of which the 
plants owned represented $41, 250^000, sugar and supplies 
$7,110,549, stocks and investments $3,558,288, and miscel- 
laneous items the remainder. In 1892, when the Philadel- 
phia refineries were purchased, the capitalization was in- 
creased to $73,936,000, and since 1901 it has been given as 
$90,000,000. This last amount is the present capitalization 

'New York Investigation of Trusts, 1896, p. 384. 
■New York Investigaliort TrusiSj 1888, p. 6. 
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of tlie Trust. Mr- Havemeyer estimated that 90 per cent of 
tJie sugar cousumed in tliis country could be produced in 
factorks costing 5^5,000,000. If to this were to be added 
say $25,000,000 necessary working capital, a necessary 
capitalization of $60,000,000 would result, whidi would 
leave $30,000,000 that might be called "water." But in- 
formation available would not justify one in saying that 
even this much is ''water." Evidently, as compared vyith 
many other industrial organizations, and from the point of 
view of cost of reproduction of plant and of working capi- 
tal required^ the American Sugar Refining Company has 
had a very conservative capitalization.^ Neither is the 
capitalization excessive in view of the dividends that have 
been paid on both preferred and common stock for nearly 
twenty years. Had the capitalization been so high that 
much of it had paid no dividends, had it yielded an uncer- 
tain income, or had it threatened the existence of the cor- 
poration through the necessity of paying dividends on pre- 
ferred stock at the expense of replacing capital, the case 
would have been different. But the Trust has not only 
paid unusually high returns both on preferred stock and 
on common, in good times as well as in bad, and has never 
found it necessary to issue the $ro.ooOjOO in bonds author- 
ized in 1891, but has also been able to accumidate a sub- 
stantial reserve fund. 

§ 2. The real estate and machinery held by the Trust 
In 1893, the year after the purchase of the Philadelphia 
refineries, was valued at $42,931,601, This increased to a 
maximum in 1897, when $43,140,770 was its estimated 
value. The following year these figures "were lowered to 
$37,691,871, and since then have gradually decreased until, 
in 1905, the total was $35,156,875. This is a total decrease 
from 1897 of $7*983,895, The item "cash and debts receiv- 
able'* has increased from $23,322,075 in 1893 ^^ $38>659.443 

*See appendix for value of real estate and machinery and the 
working capital required or represented by value of sugar, etc 
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in 1905. Of course, these items vary in accordance with 
the slate of the business, but their comparative amounts 
show wherein the assets of the company have made changes. 
The value of raw and refined sugar on hand has averaged 
$16,082,140. This average is lower because in 1893 and 
1894 the stock of su^ar was valued at $7,545,781 and 
$5,607,563, During the period of competition with Ar- 
buckles the value of sugar kept on hand averaged close to 
$22,000,000. That was from 1897 to 1900 and included four 
statements of the company. In 1896 the Trust had a supply 
of sugar valued at $13,864,207, and in 1901 $12,248,640. 
This shows that during this period of competition the Trust 
kept on hand almost double what it maintained at other 
times. Investments in other companies have increased from 
$26,985,376 in 1893 to $54,058,547 in 1905. The increase 
of igoo over 1899 was nearly $5,000,000; that of 1902 over 
1900 was over $6,000,000, and the increase of the 1905 
report over 1902 was $8,787,771. The total assets repre- 
sent an increase from $95,159,462 in 1892 to $152,520,095 
in 1904. From 1898 to 1899 the assets decreased from 
$118,150,877 to $102,483,537, and from 1904 to 1905 
there was a decrease from $152,520,095 to $144,533,598. 
This was mainly in the item of sugar on hand. During 
the same year (1904-1905) debts decreased about $8,000,- 
000. while the reserve increased about $300,000. On the 
liability account the reserve fund has increased from 
$7,395,214 in 1899 to $14,007,138 in 1905,* 

Now, on the basis of an increase of assets from a stated 
amount of $62,845,391 in iSgi to over $144,000,000 in 
1905. the question arises as to what are the real profits 
that have been made by the Trust. Comparison of assets 
and liabilities shows that the items "cash and debts receiv- 
able" on the one side and "debts" on the other have usually 
been very nearly equal. Where there has been a variation 
of many millions in favor of the debt account, as during the 
'See Appendu. 
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years 1897 to 1900, the amount of cash was diminished by 
the greatly increased stock of sugar kept on hand. This 
being true, one can without great error drop out of the 
stalcnient of assets the "cash and debts receivable" item. 
Tills leaves, then» for consideration the three items of real 
estate, sugar and investments in other companies. The 
item real estate has decreased in value from $43,140,770 
in 1896 to $35,156,875 in 1905. The amount of sugar 
kept on hand, with the exception of the years 1897-1900, 
has remained about the same. The investments in other 
companies include all purchases of interest in outside re- 
fineries since the formation of the American Sugar Refin- 
ing Company. The item real estate and machinery evi- 
dently does not include the Philadelphia refineries pur- 
chased in 1892, because there is no marked increase in the 
real estate and machinery owned by the Trust It also 
includes holdings in beet sugar plants, interests in the pro- 
duction of raw sugar cane, etc. These investments in other 
companies have been provided for largely by the issue of new 
capital stock^ Only about $14,000,000 must be accounted 
for in some other way. Whether this has been provided 
out of profits of the company, or by debts incurred cannot 
be positively stated, but it is probable that the profits of the 
company have been the source of most of it. Whether the 
$8,000,000 decline in value of machinery and real estate 
owned is due to deterioration or to the sale of property 
cannot be determined from the facts at hand, but it is 
probable that the latter is the true cause. 

§ 3. The advantage of combination so far as profits arc 
concerned becomes apparent then by a comparison of the 
sugar situation since 1887 with that before the organization 
of the Trust. As has been shown, the only people who 
could continue business during the close competition of the 

The increase from $60,000,000 to $73,936,000 capitalixation was co- 
incident with the purchase of Philadelphia refineries. The disposal of 
the last increase of $15,000,000 \& uncertain. 
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earlier period were those who had taken advantage of the 
economies due to large-scale production. The Havemeyers 
were the leaders in this movement. After the loss of their 
plant by fire in 1882 Havemeyer & Elder rebuilt their 
refinery, introducing the latest machinery and methods, so 
chat by 1887 they had a capacity of 8,000 barrels a day. 
while many others were limited to less than 2.000. Have- 
meyer actually sold about 100,000 tons of refined sugar in 
the English market during 1887. The other refiners do 
not show such a successful record. 

The analysis of the early history of the Trust, as made 
by Willett and Gray, of New York City, shows a more 
favorable situation for the refiners. On $6,590,000 worth 
of property taken over the Trust paid the first year (1888) 
$5,000,000 cash in dividends, which was ecjual to 27.5 per 
cent on the certificates already issued. In 1889 $5,000,000 
was again paid in cash and 8 per cent issued in certificates. 
This was equivalent to 23.9 per cent on the certificates. In 
1890 $5^000.000 was a third time distributed, which was 
equal to 6.4 per cent on certificates. For 1891, the year 
after the reorganization, with a margin of .828c., or a net 
profit of near ,328c. per pound, the total net profits were be- 
tween $8»ooo.ooo and $c).ooo,ooo on the refining account 
alone, and it was estimated that in addition to this the Trust 
would make an import profit of close to $1,120,000. largely 
on sugars from the Sandwich Islands f 1892 had a net 
profit margin of .535c. per pound, which meant for them a 
total of more than 150 per cent npon necessary investment. 
It is estimated that in 1893, the year of financial depression, 
the Trust made nearly 165 per cent on necessary invest 

"Willett and Gray, Analysis of Sugar Trust, Feb., iSgi. The varying 
per cent on certificates from year to year indicates that all certificates 
were not issued in 1887. For evidence that tends to show this pet cent 
incorrect see New York Invest igatioit of Trusts. 1S88, p. 42. There the 
statement is made tl^at in a very short time, say four months, $45,000,- 
000 in certi^cates were issued. 
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ment.^ On September i, 1893, the Journal of Comiiiercc 
and Commercial Bulletin, of New York, estimated that the 
eastern end of the Trust was making annually about $22, 
ooOjOOO and that the western refineries were netting about 
$6,500,000. This makes an estimated total of $28,532,000 
annual profit made by the Trust in its earlier years. This 
last estimate is, perhaps, excessive, in 1897, before the 
Lexow Investigating Committee in New York State, testi- 
mony was given showing that the profits since the organi- 
zation of the Trust were from $12,000,000 to $14,000,000 
annually.^ 

Since 1891 the preferred slocks have paid regularly 7 
per cent annually. In July, 1891, the conunoD stock paid 
4 per cent; in iSgj. roj^ per cent; in 1893, 2iJ^ per cent; 
from 1894 to 1900, 12 per cent, and from 1901 to the 
present, 7 per cent. At this rate the preferred stock was 
paying annually from 1892 to and including 1900 $2,587,- 
760.* From 1894 to 1900 the annual dividends amounted 
to $7,023,9^0, Since then they have been about $6,300,000. 
It has been shown already that no statements made by ths 
Trust iiidic;ite that an excessive amount has been reserved. 
It seems proper to conclude, then, that so far the Trust has 
not been able to levy an excessive tax on the public, bu*: 
ihiit it has been able to secure for itself a constant margin 
of prolit and has been able generally to prevent "cut-throat*' 
comi>etition. 

^ 4. The question at once arises as to how the Trust man- 

'Kor *xt«ndrd discussion of trust profits see U. S. Senate Report, no. 
4|ii 13 C, 9 St (18^1, p. 79. rt ifg. The estimates given above seem 
Xtt \m unrtimonMy high, Even when the common stock was paying 12 
p«r Vt^lU HU1I |>ref«rred ? per cent the total annual dividends declared 
Ai*\ iH»f ext'i'i'd $7,03:1,030. Further, the higher dividends were paid 
nflri' thf Piidinff of the competition ttith Spreckels and the other 
I'hiKhlrfphIa relMierips. It was unlikely that the profits were higher 
Ui»l Iku lliJiI iieriort of competition than during the foliowtng period 

'Ni^w Yitrk fnvvtliit*^h'on of Trusts, :897* P^ J'S- 

•Ui ^ huhindUl Commission Rcpori, vol. i» p. 43, 
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aged to transform a profitless business into one that has been 
so profitable througb the greater part of its existence. The 
question has been in large part answered in the chapter on 
Control of Price. There it was shown that the Tnist 
gained not only an absolute advantage over independents 
of at least J^c, i-i6c. m buying and i-i6c. in selling;, and 
on the Pacific Coast it had an exclusive margin varying 
from y^c, to 2C. in excess of the eastern profit, but that it 
also, through its control of from yo to 90 per cent of the 
outturn, had the power of increasing the total margin for 
all producers. The maintenance of the margin between 
raw and refined sugar has been an advantage to the inde- 
pendents as well as to the Trust. It has been the policy of 
the independents to keep their prices as near as possible to 
those fixed by the American Sugar Refining Company. 
What has been gained from this source may be seen from 
the estimates of the cost of refining sugar Mr. Camp, in 
an investigation by the House nf Representatives in t88S. 
stated that before 1870 the cost of refining was about J^c. 
per pound. His estimate of cost after the formation of the 
Trust was about 40c. per 100 or 2-5C. per pound. The 
statements of others familiar with the refining industrj' 
tend to confinn the accuracy of Mr Camp's estimate. The 
fact, however, that small plants usually shut down before 
such a low margin is reached indicates that the cost is 
somewhat higher. Before the Industrial Commission of 
1900. Mr- Atkins, a prominent sugar refiner, estimated that 
50c. a hundred was about the cost of refining. Mr. Post, 
in the same investigation, thought that %z. per pound 
would cover entire cost and distribution of sugar. Messrs. 
Willett and Gray, editors of the Sugar Trade Journal 
stated in 1906 that this last estimate is generally accepted 
as the most accurate- This 5^c. per pound now covers the 
cost of refining, including all office expenses, brokerage. 
commission, etc. Any margin, then, above 5^c. accruing 
to refiners in general, and in addition to this, the special 
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advanta^s of the Trust to which we shall call attention, 
form the basis for the profits then the refiners enjoy. 

§ 5- In factt nearly all the advantages arc on the side of 
the largi? plants. In some industries the small producer has 
an advantage in having greater facilities in getting near 
his customers and consulting individual wants. In the 
sugar refining industry this is scarcely to be considered, bc- 
<.*ause tlie large and small plants arc to be foimd located 
side by side in the great importing centers, and they are 
equally distant from their customers. 

§ 6. In the first place. Mr. H. O. Havemeyer gave as 
his opinion before the Industrial Commission that the 
greatest economy came from running full capacity the 
plants that are used. He thought that this, rather than com- 
hined skill or knowledge^ accounted for the additional pro- 
fits. He stated that they could do more with five refineries 
than they could with twenty-four before the formation of the 
Trust. The way the Trust managed to attain this economy 
is shown by the condition of the plants under its control in 
1891, Of the twenty plants combined, four had been dis- 
mantled and one had burned and was not rebuilt ; four had 
been connected with other refineries ; four were closed but 
ready for work, and seven were working. This made 
virtually ten plants with a daily capacity of 1,700 barrels 
greater than the original twenty houses. Its method of 
economizing was to run certain plants all the time to 
their full capacity and to keep one of its best refineries 
ready to supply any excess in demand over the capacity of 
the other plants. In this way it endeavored to adjust the 
outturn to the demand of the market. This demand it 
watched very closely and tried in every possible way to 
avoid waste and loss from restriction of outturn. It also 
gained the further advantage of limiting idle capital to one 
plant in place of the wasteful process of shutting down all 
the plants part of the time. The estimated gain from thia 
economy is as high as J^c. per pound. The National Sugar 
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Refining Compauy, formed in 1900, gave this item as the 
principal one for inducing it lo tonibiiic because ihc com- 
panies united could attain greater economicb by working 
logetJier than they could by working alone. 

The process of cutting down plants caused a saving in 
labor as well as capital. It lias been estimated that during 
the sixties there were as liigli as 25,000 or 30,000 men 
employed. When aomc twenty-eight of the refining com- 
panies went out of business from 10,000 to 14,000 men 
were dismissed, and when the Trust was formed still more 
lost their places.^'* Mr, Havenicycr has estimated that in 
1899 there were 10,000 men employed in New York, Boston 
and Philadelphia-*^ As these places represent the greater 
part of the sugar refining interests, there could not have 
been many more engaged at this occupation. With the 
cutting down in number the Trust has also been accused of 
changing the quality of its laborers. Much of the work 13 
unakilled. so that it may have been but natural that in the 
course of time most of the laborers should belong to that 
class of foreign immigrants who must work at minimum 
wages. The policy of the Trust in replacing Americans by 
foreigners has made of minor importance the object of the 
earlier Trust to guard against unlawful combinations of 
labor. Strikes are practically unknown in the sugar refining 
industry. 

§ 7. A third economy achieved was that which per- 
mitted the introduction of the most modem methods of 
refining in all the plants. One of the aims of organization 
was to give to the different refiners the benefit of the best 
Icnowledge of manufacture used in the different plants. In 
connection with this advantage is the additional one of 



"New York Investigation of Trusts^ 1897, P 444- See, huwever, 
U. S. CfrtJBJ IVeattk and Industry, 1870, p. 626. The U. S. report gives 
iSO? liand<i in 59 estab!itihmentji, 

"U, S. Industrial Commission. Report^ vdL 1, p, 128. 
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being able to hire the best scientific and inventive talent. 
By this means they can still further increase the margin of 
profits fur themselves. It seems, too, that the hope of 
securing a larger margin is sufficient inducement to cause 
the refiners to use every means to lessen the cost of produc- 
tion. The fact that the large corporations engage the be^t 
chemical and engineering talent obtainable is one evidence 
that the public has little cause to fear that the Trust will 
cease to be progressive. 

In certain recent judicial cases it has developed that Mr. 
H, O. Havemeyer, Mr. L. M. Palmer and a Mr. Elder 
had fonned a partnership in the lighterage business and 
had loaded the cars of the New^ York Central Railroad and 
other roads at the wharves of the Trust and transported 
them to the terminals of the respective roads. This firm 
was in existence before the rebate agreement of 1902, It 
received from 3c- to 4 1-5C. per 100 pounds rebate on 
sugar shipped to Cleveland before the agreement and 3c 
per 100 pounds subsequently. It has also developed that 
the Trust was given special storage facilities at Cleveland 
for goods to be shipped on through the city, 

§ 8. One more very important element entering into the 
margin of profits of the Sugar Trust has been that of the 
tariff. This has been true because the differential ha^ 
directly aided the refiners and because the lowering of the 
tariff on raw sugar has decreased the price to the con- 
sumer and thus has increased consumption. After the 
formation of the Trust the first change that was made in 
the tariff schedule was in t8qo. Raw sugars were then 
placed on the free list and refined sugars above No. 16 D. S. 
were protected by a duty of J/^c. per pound. In order to 
offset the injurious effects of free sugar upon the cane 
sugar industry in this country, a bounty was placed upon 
the domestic product. This bounty was at the rate of 2q. 
per pound on sugars testing not less than go'^ and ij^c on 
sugars testing between 80° and 90°. The effect of this law 



was at ODOC ^jpareot The average pnc« of raw si^ar at 
once fell tFom 5-451C in 1890 to ^JS6y, per potmd in 1891, 
with a corrc^wodii^ decrease in the price of refined su^r. 
The totaJ cxmsanpboa of sx^^t increased from 1,522,731 
tons in 1890 to ijij2„^x> tons in 1891, This was an in- 
crease of 22,96 per cent, over twice as large as the iTicrease 
of any other year oc rfcori and neaHy four times as much 
as that of any other year excepcii^ 1883 and 18S6. This 
lowerinif of price and large increase of coosimqnion 
brought immense pro6ts to the Trust. Though the prices 
of both raw and refined si^ais decreased, yet the margin 
per pound remained practically the same, and the increased 
consumption, amountii^ to nearly 350,000 tons, caused the 
increased profit 

It has been suggested that, perhaps, the refiners increased 
their profits by the delay in the purchase of raw material 
before the passage of the McKinley Act. The record ot 
the imports of su^r at that time does not show any 
abnormal change in the amotmt imported.*' There were 
2,934,cx>3.ooo potmds imported in 1890 and 3^3,000,000 
in 1891. This was an increase of 449,000,000 pounds, an 
amount not inconsistent with the increased demand. More- 
over, the importations for 1890 were nearly 200,000.000 
pounds above those of the preceding yean This indicates 
there was no extensive attempt at that time to profit by 
anticipating tariff changes. The relation of sugar impor- 
tations to later tarifif changes seems much more marked. 

The bounty of 1890 undoubtedly had the effect of 
greatly stimulating cane stigar production throughout the 
South. Taking Louisiana as the typical State, one finds that 
in 1879 its production was 206.047,200 pounds ; in 1899- 
J890 this had increased to 287,490,271 pounds. In 1890- 
'1891 this amount increased to 483,489.856 pounds, almost 
double what it was during the preceding year. The pro- 
duction there has continued with varyingf amounts and with 

^Statwfieal Abstracts of United Stales for years mentioned 
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a maximum product in J901-1902 of 720,554,948 pounds. 
The protection afforded to beet sugar growers has also 
been a powerful incentive to the development of that indus- 
try, but as the relation of the tariff to the production of raw 
sugar is only indirectly connected with the subject, it is 
not necessary to go through the arguments advanced for 
and against the protection of r^v/ sugar producers. 

In 1894 the bounty on raw sugar was repealed and 40 
per cent ad valorem duties was placed on sugars below 
No. 16 D. S, and a differential of J^ per cent on sugars 
above that grade. This rate continued in force until 1897^ 
when it was provided that all sugars not above No. t6 
D. S- and testing not above 75° by the polariscope should 
pay -9oC- per pound and 035c- should be added for 
every additional degree. Refined sugar was to pay 1.95c. 
per pound. In 1894 a countervailing duty of i-ioc. per 
pound was also placed upon sugar coming from countries 
that encouraged export of sugar by the bounty system. 
Since the passage of the Dingley TariFf Law in T8f)7 no 
changes have been made in the general tariff schedules on 
sugar. 

Tn connection with the tariff changes in T894 and 1897 re- 
ports show that in the year 1894 there was an importation 
of raw sugar exceeding by 553,000,000 pounds the impor- 
tations for the year 1893 and exceeding by 770,000,000 
pounds the import for 1895. This indicates that there was 
a definite attempt to anticipate the changes made in the 
tariff at that time. In 1897 the total importations of sugar 
exceeded those of iScj6 by nearly i,OTO.ooo,ooo pounds and 
surpassed those of 1898 by 2. [29,900,000 pounds. Here 
again the connection between tariff changes and the amount 
of sngar imported seems clear. The year 1903 also shows 
an excess of 1,221,000,000 pounds over 1902 and 478,000,- 
000 pounds over 1904, Undoubtedly these variations in 
purchase of supplies had an important influpiice in increas- 
iTig or maintaining the profits of the sugar refiners. 
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In addition to the general tariff schedule, particular ad- 
justnients have been made in the relations with Cuba, 
Hawaii, Porto Rico and the Philippine Islands. Reciproc- 
ity with Cuba and Porto Rico was introduced in 1884, 
when, among other things, a reduction of 50 per cent was 
made on Cuban and Porto Rican sugar in return for favors 
granted the United States. In 1890 the McKinlcy Act was 
reciprocal in nature, and in return for free sugar Spain, 
acting for the islands, granted further tariff concessions to 
this country. After the Spanish-American War the rela- 
tion of the two islands with the United States differed. 
In April, 1900, a bill was passed levying a tariff of 15 per 
cent on Porto Rican sugar and other products until such 
time as its civil government should be able to levy sufficient 
tax to pay expenses. In July. 1901, the President an- 
nounced that the Porto Rican tariff bill ceased to act and 
that free trade was estabhshed between Porto Rico and the 
United States. Cuba, on the other hand, in spite of the 
many friends among the sugar refiners, remained prac- 
tically a foreign nation until 1903, when, after harmony 
was attained between the cane and beet sugar interests in 
this country, a 20 per cent reduction was granted to the 
Cuban planters. As has been shown, the refiners have 
secured the bulk of this reduction. 

With Hawaii commercial reciprocity was proclaimed in 
June. 1875, when sugar was placed on the free list. The 
treaty was to have terminated at the end of seven years^ 
but was renewed during Grover Cleveland's first admin- 
istration and continued in force until the annexation of the 
islands to the United States. It is asserted that before the 
making of the treaty in 1875 the prices of refined sugar 
had been for several years substantially the same in San 
Francisco and New York, but since that time, until at least 
1885, San Francisco sugar was higher in price, notwith- 
standing the fact that New York sugar was subject to duty. 
The profits resulting from tariff change, however^ evidently 
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did not go exclusively to the refiners, because it was 
under the system of free sugar that the Hawaiian sugar 
industry underwent its remarkable growth. In 1877, 
shortly afler the proclamation of the treaty, the total im- 
portation of sugar from Hawaii was 30,685,142 pounds. 
Ten years later it was 312,252,316 pounds. Since then it 
increased to 504756,000 pounds in igoo, when the reci- 
procity treaty ceased and Hawaii came under the full con- 
trol of the domestic government of the United States. The 
only time since 1^75 that Hawaii has not been favored wa,^ 
during the period 1890-1894, when all foreign raw sugars 
were admitted free of duty. This deprived the Hawaiian 
product of the advantage it had enjoyed. Th° further pro- 
vision then placing a bounty on domestic sugar placed 
Hawaiian sugars at a positive disadvantage. This dis- 
crimination had the influence ot increasing the impetus in 
favor of annexation to the United States. 

The leading sources for the profits of the Trust, then, 
have been, first, the power to maintain a reasonable margin 
between the prices of raw and refined sugars; second, the 
economy resulting from adjusting productive power to the 
demands of the market by so managing that no plant should 
remain idle, by dismissing needless labor, by introducing 
the best machinery, and in other ways possible to large- 
scale production; third, by securing definite advantages in 
the form of tariff protection, and, fourth, by securing ad- 
vantageous terms of purchase and sale through the monop- 
oly power of large control. The independents have profited 
in some of these respects as well, but the Trust has been 
the main recipient of whatever good things have resulted 
from the policy of consolidation. 
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§r. The development of the Sugar Trust, then^ has 
been one o£ contititial progress toward a position of greater 
strength in the sugar industry. It has been shown that its 
organization is controlling nearly all the refining interests 
of the country. When, during the early nineties, competi- 
tion came from new refiners, and old refiners in new fields, 
it successfully overcame it by absorbing its competitors. 
Then, in its second severe struggle with cane refiners, it 
succeeded in bringing into harmonious action several of its 
competitors and in coming to a tnice with its one firm oppo- 
nent. This trnce has lasted with profit to both parties until 
the present time. The National Sugar Refining Company 
just recently (igo6) elected to its Board of Trustees sev- 
eral men who are trustees of the American Sugar Refining 
Company. The Federal Sugar Refining Company is held 
in harmony by strong ties of mutual ownership of stock. 
Abundant evidence may be found showing that the refiners 
in the South act in harmony with the Trust in the purchase 
of raw material. There has been no successful attempt in 
recent years to foist upon the Trust any refineries marie lo 
sell, as was the case in the erection of the Camden refinery. 
The only serious competition existing at present is that in 
the western field, where the Hawaiian planters have chosen 
to refine their own product rather than submit to what 
seemed to them an unfair contract offered by the Sugar 
Trust At no time since its organization has the Trust con- 
trolled so little product that it has not been able to fix the 
price of sugar. E^^n during the struggle with Arbuckle 
Brothers, Havemeyer estimated that the Trust controlled 90 
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per cent of die output. The control at all times, either 
through ownership or harmonious agreement, has varied 
from above 70 to above 90 per cent. 

In addition to the cane sug;ar control it has been shown 
that the Trust has silenced opposition to its plan on the part 
of beet sugar growers by buying a controlling interest in 
the beet sugar interests in this country. It has also 
indirectly a deciding influence in the glucose combinatioji 
(Com Products Company), and, as evidence shows, is 
extending its influence as rapidly as possible in the field of 
raw cane sugar production. It is also known that it has 
interests in the plants established for the purpose of pro- 
viding it with barrels and other means of shipping its 
product. Whether it has invested to any extent in indus- 
trial interests outside of sugar production is not known, 
but luider the management oi Mr. H. O. Havemeyer and 
his able assistants its activities within that field have been 
eminently successful. So successful have they been, indeed, 
that stock which once sold as low as 50 has risen as high 
as 182, and for several years past has been selling, as a 
rule, at about 130, 

At least during recent years the very size of the Trust 
seems to have had a deterring influence upon any pros- 
pective competitors. The time required for the erection 
of new plants large enough to compete with tlie Trust at 
present prices, the aiiiount of capital required for such n 
project, and the increasing difficulty of manufacturing suc- 
cessfully without the most intimate knowledge of modem 
metiiods, has kept the Trust fairly free from new^ competi- 
tion among cane sugar refiners. The recent Hawaiian 
project in California is based on the advantage of an 
assured field for securing raw material at prices that will 
bear competition. Yet the Trust managers have been 
farsiglited enough not to follow the policy of securing the 
immense temporary profits at the expense of enduring long 
periods of profitless competition. Potential competition 
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has acted powerfully in protecting the public from the ex- 
orbitant charges that have been made in certain other indus- 
tries. 

The possibihty of absolute control in either the beet 
or cane sugar fields of raw production, is still remote. 
Beet sugar is difficult to control because of the small capi- 
tal required to produce successfully the refined product; 
because of the vast held still open for exploitation, and 
because the process of making raw and refined sugat is car- 
ried on in a single plant. It seems to be the Trust's pohcy 
to endure the growing beet competition because it is still 
such a small proportion of the total sugar industry; yet 
the interests of the Trust in beet sugar are continually 
increasing. The same is true in respect to the control of 
tlie cane output. When the Trust shall have secured sufft- 
cient interest in Cuba to be able to fix at all times the price 
of raw material, whatever independent producers there 
may be will have no other course but to sell to the Trust 
00 its own terms, provided, however, the price is not so 
low as to justify them in shipping to other markets. 

What the future has in store for such combinations as 
the Sugar Trust no one can tell. It is not within the 
province of this volume to predict It seems, however, 
that combinations in some fonn or other have come to stay. 
Their persistence^ in spite of legislation and opposition 
from other sources, proves that they have powers of exist- 
ence not easily broken. They seem to be the logical result 
of the development of the modern regime of social pro- 
duction. If one admits their usefulness and agrees that they 
are in harmony with the general economic evolution of the 
past century, then the problem resolves itself into one of 
control and not of destruction; into one of protecting the 
public against their powers for evil while preserving for 
it the advantage of their powers for good. If it is con- 
cluded that they should not be destroyed, then laws, de- 
cisions and political activity tending to break up such 
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organizations are wasted effort and could be devoted with 
much more hope of success to the problem of finding out 
how these new factors can best be used. 

If control should fail and if destruction of combinations 
is a reversion of the course of history, then the only logical 
course to pursue is for the government to become the 
owner of such enterprises as yield readily to large organi- 
zation and tend to become monopolistic. Ownership, how- 
ever, should not be tried until the attempt to control has 
failed. 

Tliere are many phases of the development of the sugar 
refining industry that have not been fully discussed, such 
as speculation in the stocks of sugar refining companies, the 
problem of labor and such organizations as the Brokers in 
Refined Sugar and the Wholesale Grocers' Association. 
Neither has any attempt been made to study the theory of 
the Trust movement. Such work should follow a series of 
descriptive accounts of other industrial movements result- 
ing in large organizations similar to those found in the 
sugar industry. When the individual industries have been 
studied, then it will become clear why some of them yield 
more readily than others to successful combinations, and 
the solution of the problem of control will be more plain. 
It has been with the purpose of aiding the preliminary his- 
torical and descriptive investigations that must precede both 
theoretic discussion and wise practical activity in devising 
means of control that this volume has been written. The 
larger task of using the facts gathered in generalizations 
must be left for later students of industrial problems. 
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Sources of Sugar Supply United States, 1906^ 

Beet sugar not above No. 16, D. S.: PimmU. 

Germany ^S4^i9 

Cane sugar not above No^ i6, D. S. : 

United Kingdom sfitiRficH 

Mexico 2,196^ 

Central Anierica and British Nordi America 924^1 

Cuba 2,781,901^380 

British, Danish, French West Indies and Santo 

Domingo i4i»^7»S57 

South America 129,959,242 

Dutch East India 78i,89i,;24 

Other Asia 1^3*935 

Philippine Islands 69,372,887 

Total cane 3.921,605^ 

Beet and cane above No. 16 9,19678^ 

Total imported, including Philippines 3>979i33i*430 

Porto Ricb 410,544,618 

Hawaii 746,602,637 

Louisiana and other Southern States 600751,520 

United States beet 625,841,228 

Total United States 2^3,740,003 

'United States Stati^ticai Abjfnei, 1906. 
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Average Prices of Raw and Refined Sugar for 
1880-1905- 



1880 S.206 

1881 Sasi 

1^3 7797 

'f®3 742J 

1884 5^57 

18S5 5-72Q 

1S86 S-336 

iS87 5-245 

r«88 S749 

1SS9 6.43J 

iSpD 5451 

iSgr 3-863 

1802 331^ 

1^5 3689 

"SW 3-240 



1S95 
1S96 
iSg? 
igg8 
iSqq 
1900 
1901 
T902 
1903 
1904 
190S 



3634 

3.SS7 

4419 

4.047 
3.542 
3-720 

3.974 
4.27s 



9.602 

9.667 

9-234 
S.50G 
6,780 
6.44! 
6-I17 
6.013 
7.007 
7.640 
6,171 
4-601 

4-346 
4.342 
4.120 
4-^52 

4532 
4-503 
4-965 
4919 
S'320 
5-050 

4455 
+638 
4-772 
5-256 



Marti'*. 
1396 
1416 

1.-437 
1.083 

.933 
712 
.781 
.768 
1^58 
1.207 
,720 
.828 
.035 
153 
,880 
,882 
008 
046 
730 
500 
754 
903 
013 
.918 
798 
978 
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Compiled from Btntcm^nt by Wlllett and Gray, Sugar Statisticians, 
New York. Note the narrow margin for the years 1884^1887, 1890- 
189 1, 1898- 1900. 
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Original Capitalization and Estimated Value of 
Refineries Controlled by Sugar Trust, 1894.^ 

EiHn%aU6 OHii«al Capital 
FivU. Viiltim at lime taken 

Pianl. into Truss. 

Havemcyer & Elder $SOO,ooo $500,ooot 

De Castro fit Donner Company ....,...,, 700,000 a,5oo,00ot 

Brooklyn Sugar Refining Company 500,000 300,coot 

Dick & Meyer Company 200,000 200,000+ 

Havemeyer Sugar Refining; Company 1,000,000 l,ooo,ooot 

Malthiessen 8l Weichers 400,000 i,200,ooot 

MoJler & Sierck Company ., ..,..,,. 210,000 2io,ooot 

North River Company joo,ooo 350»ooa 

Oxnard Brothers Company 100,000 ioo,GOot 

Standard Company, Boston Soo.ooo i,ooo,ooot 

Bay State Company 440,000 430,000! 

Forest City Company, Portland, Me 150,000 300,000! 

St- Loui3 Company 7SO,000 750,000! 

Louisianfl & Planters" Company 250,000 390,000! 

American Company, San Francisco 300,000 I,O0O,0OO 

Franklin Company, Philadelphia i,ooo,fXK) s,ooo,ooo 

Knight Company, Philadelphia 800.000 800.000 

Baltimore Company 600,000 800,000 

Total $8,900,000 $13,650,000 

Refineries closed or dismantled; 

De Castro & Donner Company $700^)00 $1,500,000 

Dick & M^yer Company 200,000 200,000 

Havcmcyer Sugar Refining Company l,ooo,00o 1,000,000 

Moller & Sierck Company --,--.-. 210/X)o 210,000 

North River Company 200,cxx> 350,000 

Oxnard Brothers Company 100,000 100,000 

St Louis Company 750,000 ysofioo 

Total $3,t6o,ooo ^4.[jo,doo 

Value those operated $5,740,000 |i 1,440,000 

Spreckels Sugar Refining Co.*.. 2,000,000 2,000,000 

$7-740.000 $13440,000 

'The Spreckelft ReSnery wai not Ineludcd In Che lUt, althougb It woa 
known to TitiTP b'H'n mzanlrpfl. 

fPlantB tflkeo Into orlgliial Trust. See New York JWJwWffOtfOtt of Trtutu, 
J€97, p, 3€4. Here tJie capLtBllEattoD at De Castro & Dcnncr Company 1b 
eJved ^s I^^n.OOO : of MatlhlpHaea A: Welchers. $400,000: of Bay Rtats Com- 
pnay, (llS^,O0't : 6t- LoitJa CQmpnny, |T5ri>D0D ; LonlBlAoa Suear BeQulug Com- 
pany, C430.0UU : Boston Su^r KeHnlug Company, not inoiuded Ln above ilat, 
4050,000. 

■U. S. Senate Rrport (1804) no. 452, S3 C.> 2 S.. p. OL 
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Annual Statements of the American Sugar 
Refining Company, 

The following statements were filed with the Secretary 

of the Commonwealth of Massachusetts by the American 
Sugar Refining Company: 

Asiets. IQOS. 1904. 

Real estate and machinery faSJ56S75'6Q $JS*osi, 343-17 

Cash and debis receivable 38,6sg,HM3.8o 38,320,032^ 

Sugar— raw, refined, etc 16^658^731.51 2^.93^,S^3-i7 

Investments in other compinica 547058r547-53 54^13,196,09 

Totals 5r44T533.598'53 $i52.SH>,0()S-a9 

Liabilities^ 

Capital $00,000,000.00 $90,000,00000 

Debts 40,526459.61 48,734^.03 

Reserves balance 14,007^138,92 13,785,711^ 

Totals $144-533-55^53 $152,520,095,29 

Assets. 1903- '902. 

Real estate and machinery $35,180^57.00 $34.6697190.77 

Cash and debts receivable 34,638,023 00 30-046,750.57 

Su^r — raw, refined, etc ., 12,3,^8,661.00 151842,924.35 

Investments in other companies 51,986,127.00 45,270.776-30 

Totals $134,187,865.00 $i3533<)i64i.g9 

LiabiiiHes, 

Capital $90,000,000.00 $90,000,000.00 

Debts , 31,922,032.00 24,958,301.81 

Reserves balance 12,265,836.00 10,871,340.18 

Totals $134,187,868.00 $125,829,641.99 

Assets. 1901. 1900- 

Real estate and machinery $34,328,664.00 $^6,89 1,22 1.00 

Cash and debt* receivable 36.862,702.00 i5.737»388-0O 

Sugar— raw, refined, etc 12,248,64000 22,488,799,00 

Investn^ents in other companies 39,111,88300 3S-OS4,l7i.oo 

Totals $122,551,888.00 $110,171,579.00 
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Capital $88,280^70.00 $73^,000,00 

Debts 24,364,02700 27,443-372.00 

Reserves balance 9,907491.00 8793,207^00 

Totals $122,551,888.00 $110,171,579.00 

Real estate and machinery $36412,652.00 $37,285,545.00 

Cash and debts receivable I5>3o6,596'00 27,563,965 00 

Sugar^raWj refined, etc. 20,340,609.00 22,243,224.00 

Investments in other companies 30423,680.00 31,058,142.00 

Totals $102483.537.00 $118,150,877.00 

LtabiUHes. 

Capital $73,936,000.00 $73,936,000.00 

Debts 31,152,323,00 32,987,200.00 

Reserves balance ^ 7^5^14-00 11,227,677^00 

Totals $102483,537-00 $118,150,877.00 

Assets. 1897. 1896. 

Real estate and machinery $37,691,871.00 $43,140,770,00 

Cash and debts receivable 25,582,503.00 21,778447.00 

Sugar— raw, refined, etc 22489,384,00 I336i»207.oo 

Investments in other companies 30,3^,656.00 28,251,435.00 

Improvements 6,618,003.00 

Totals $116,111416.00 $113,652,862.00 

LiabiUHes. 

Capital $73,936,ooaoo $73,936,000.00 

Debts 3^,'i50,S25.<xt 27,530,942.00 

Reserves balance 11,024,890.00 12,185,920.00 

Totals $116,111416x10 $113,652,862.00 
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Assets. 1895- t9P4. 

Real csute and machinery 543,140,709,00 £43,119,866,00 

Cash And dcbt^ leceivable 34,674^2^^.00 19,428^000,00 

Sugar-^raw^ refined, etc 12^462,776.00 5,607,56^.00 

ImprovetnenC account 6,^87.232.00 26,201,595.00 

Investments in other cotnpanlea 25»692.ooo.oo 10,742,456.00 

Totals $112^57,021.00 $ro5,OQg,4S4,oa 

Liabilities. 
Capital $73,396,000.00 $73^96,000.00 

Debts , 25-139176500 21,394,000.00 

Reserves balantt 13,181^56.00 9,769,4R4 00 

Totals $112,257,021.00 $105,099484.00 

November 30, 

Assets. iS^3. iSg2. 

Real estaie and machinery $42,931,601,00 $41,250^0,00 

Cash and debts receivable 23,322,075.00 14,140,399,00 

Sugar — Taw, refined, elc 7,545.781,00 S,88i3i0-OO 

Improvement account 3,624,239.00 

Miscellaneous 6;i435-O0 811,904.00 

Ifiveatments in other companies 26,985,376,00 30,065,349.00 

Totals $105,080,507.00 $95,159462.00 

Liabilities. 

Capital $73,936,000.00 $73,546,000.00 

Debts 22,201,407-00 15,0.17462,00 

Reserves balance 8,943,100,00 6,576,000.00 

Totals $105,080,507.00 $95,159462.00 

AsseU. i8gi. 

Caah , $2,558,040,00 

Call loans 1,196,985.00 

Sngar and supplies 7.' io,54Q 00 

Outatanding accounts 2,971.642.00 

Stocks and investments 3,558^268.00 

I^an account 1^57,070.00 

Plant 41,250.000,00 

Other Items -,.- 2342,84700 

Total $62^45,391.00 
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LiabiUties. 

Capita] $5o»ooo,ooaoo 

Unpaid dividend 1,8^^12.00 

Loana ^70,000.00 

Mortgage 180,000.00 

Other items 892^76-00 

Saiplus 1^23,003.00 

Total $fc^^i,oo 
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